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Questionnaire of the 

i^ngal Provincial Banking Enquiry Committee. 

(Nqte.— T he following memoraiuhun is published in order to assist witnesses 
in the preparation of their evidence. It is not to be regarded as exhaustive, nor 
is it 4©si'**®d that each Tvitness should necessarily attempt to deal with all the 
questions raised.) 

Part I .--Agricultural Credit and Credit Facilities for Small Industries. 

1. (t) Describe the present system by which the agricnltiirist in 
your district or province obtains finance — 

(a) for expenses during cultivation, 

(h) for capital and permanent improvements, and 

(c) for other special needs, e.g., failure of monsoon, for land 
revenue, rent, etc. 

(it) Wh.it are the rates of interest charged in your district or pro- 
vince in respect of advances, the period for which loans are taken,, 
the natiue of tiie security given and accepted (e.g., standing ciopa, 
etc.), and other conditions attaching to the grunt of such loans? 

What in yonr estimate are the percentatjes of secvre<t and tin- 
secured loans to the af/riculturists in your part of the country f 

(iii) Describe the part played in agricultural finance by Govern- 
ment, the Imperial Hank of India, the Joint Stock Banks, Co-opera- 
tive Banks, the Indigenous Banks and bankers, professional money- 
lenders, merchants and dealers, and other organisations giving credit 
(e.g., companies trading in fertilisers, etc.). 

(iv) Can you give an estimate of the total amount of capital 

required for the various purposes stated above lor your district or 

province? 

(c) State defects, if any, in the present system of financing agri- 
culture, and the reasons for the existence of such detects. Do you 

suggest any remedies? 

(ri) Is there co-ordination among the various credit agencies in- 
cluding Government, and is there scope for improvement in that 
direction ? 

2. (i) Describe the present method of marketing principal crop.s 
in your district or province by the raiyat. 

Is he Unable to hold up his crop for a better price? If so, for 
whiit reasons, 

{ii) What in your opinion are the possibilities of forming pools 
and of co-operative effort generally in marketing produce? 

(iti) Are there any co-operative sale societies m your district f 
Hotc are they constituted? Are they linhed to any central organisa- 
tion? Hoxo are they financed at present? Do they e^rperience any^ 
dij^culty in obtaining sufficient funds? 

Describe the credit facilities required for the financing of 
^4>roducts during marketing and the facilities actually existing. 

(r) In regard to such facilities, is there any special difference as^ 
between intenial trade and foreign trade? 
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(vi) What is the part played by the different cdasses of banks and 
bankers and merchants and dealers in the financing of — 

(a) the export trade frovi ih^ village to the ports of the province 

through hats, mokams, etc., and 

(b) the import trade from these ports to the distributing centres 

and ultimately to the consumer? 

{vi-a) What are the terms on which the financing of trade during 
the above stages is done? Are any difficulties experienced in con- 
Election with the above financing^ and have you any suggestiojis to 
make for removing those diffictilties and for improving in any way 
the existing financial facilities available for the movement of imported 
4ind exportable articles? 

(vi-b) It has been suggested that the grower of produce in India 
does 7iot get the full value for his produce on account of the specular 
five buying and selling activities of firms and companies who deal in 
the export trade and on account of the control of prices by these and 
other bodies. What are your views on this suggestion? Please sup- 
plement your views by any facts and. figures unthin your knowledge. 
Have you any observations to make unth a view to ensure a better 
return to the growers of produce in India? 

(vii) Have you any reason to think that the lack of banking fad- 
iities to persons engaged in the movement of the principal crops of 
your district {such as paddy and jute) is due to causes other than 
borrowers* lack of credit, c-g,. amy position of monopoly uhich the 
buyers might enjoy or to the want of a definite standard of quality? 

(viii) What are the existing facilities available to the public, in- 
cluding banks and bankers, for internal remittance? 

(it) State any defects in the existing system and any suggestions 
for improvement? 

(x) Describe the part played by negotiable instruments in the 
internal trade of the |}rovince. 

(xi) Have you any suggestions to make for the more extensive use 
of bills (e.g., by reduction of duty on bills)? 

(xti) What are the differemt classes of hundis current in your part 
of the country? What are the peculiarities of each? 

(xiii) Will the introduction of standardised forms on stamped 
paper facilitate the use of hundis? 

{xiv) Have you any suggestions for the amendment of the Negoti- 
able Instruments Act, by which the public and the bankers bandling 
hundis might be better protected or benefited? 

(xv) Are hundis emanating from your locality discounted in your 
local centre or are they sent to a provincial centre and discounted 
inhere, or are they held by middlemen, merchants or commission agents? 

(.rri) Are there any facilities for rediscounting hundis in your 
locality? If riot, can you suggest means for the introduction of such 
facilities ? 

(xvit) What different kinds of instruments of ownership of goods 
mid produce (e.g., railway receipts) and documents are employed for 
raising money during the process of marketing? 
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{xviii) Are any difficulties experienced in the use of these instru* 
ments, for imtance^ bills of lading issued by particular Inland Sleam- 
ship Navigation Companies, and have you any suggestions to make 
with a view to removing those difficulties? 

{xiz) What in your opinion are the possibilities of operating 
licensed warehouses in India either on the lines of the system which 
exists in the United States of America or otherwise? 

{xsc) Do you think there is any need for Government assistance in 
the matter? 

3. {i) In your district, what is the value of land per acre for 
different kinds of crops? 

(ii) What are the factors affecting such value? In your reply, 
please distinguish between — 

(a) value of land in Government auction for iion-pavanent of 
revenue, 

(h) value of land in the event of sale by court decree; and 

(c) value of land in purchase by private negotiation. 

4. (/) Is there any legal impediment to mortgage of land and 
Xigricultural holdings in your province? 

{ii) How far has the amended Bengal Tenancy Act influenced the 
credit of the agriculturists ? 

{Hi) To what extent do the smallness and fragnieniation of the 
agricultural holdings stand in the way of estahluhing long terra credit 
institutio7is 

{iv) Are there any land mortgage banks or agricultural banks in 
your province or any other banks for the provision of long leini credit? 

(r) State wdiat you know of their method of work and of raising 
capital. 

(vi) If no such institution exists in the province, suggest tlie lines on 
which such institutions could be established and worked to the ad- 
vantages of the landholders and tenants of yonr province. 

(vH) Do you suggest any measures for — 

(a) imj)rovemeiit in the record-of-riglits and title of ownership so 
as to simplify reference, and to avoid possibilities of dis- 
jjutes and coiinter-clainis by j)arties other than those who 
are the clients of the bank ; 

(h) simplification of the process of foreclosure and sale by the 
Mortgage Bank in the event of non-payment; and 

(c) reduction of costs of reference to the record-of-rights and of 
registration of records and of the process at law% so as to 
reduce the burden on the good constituents of the l)ank in 
resj>eet of charges incurred on account of defaulters? 

(viii) Should the working capital of the proposed Mortgage Bank 
be derived largely from — 

(a) deposits, 

(b) funds from central institutions, or 

(c) debenture bonds? 
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(it) Should debenture bonds carry any Government guarantee 
either for principal or interest, or for both? 

(♦r) If so, what measures would you suggest to secure Government 
against unnecessary loss? 

(:ti) On what terms should Agidcultural Mortgage Banks raise 
iuoneys under each of the above-mentioned heads, with or without Gov- 
ernment guarantee, and on what terms should they lend out money 
so as to cover their expenses? 

(wii) Do you comider that the dehentures to be issue! by the pfo^ 
posed. Co-operative Land. Mortgage Banks should be ill'll udcd in the 
list of trustee securities? 

(a;iii) Please state any other suggestions for the adequate provision 
of long term (uedit against sound security. 

5. In order to devise measures for the increase of crcdil faci- 
lities to the agricultural classes, it is necessary to reach an estimate 
as accurate as possible of the existing indebtedness of these classes. 

(/) Do you know of any such estimate for a village or a district iu 
your province, or for the whole piovince? 

(ii) In what manner (‘an such an estimate be obtained with reason- 
able accuracy? 

(///) In such an estimate please distinguish between — 

((/) tlie amount of debt with laud as security which is in the form 
of a regivStered mortgage ; and 

{h) the amount of del)t which is incurred against any otlier assets, 
su(‘h as the village house, ornaments, ploughs and other 
agricultural implements, crops and produce, or debt which 
is given on the g(meral security of all the assets without a 
specilic pledg-e. 


(iv) Please state wherever possible the purposes for which the debt 
was incurred, such as — 

((/) the repayment of earlier debts, 

{b) marriage and other social occasions, 

(c) litigation^ 

(d) famine and other kinds of distress, 

(c) payment of land revenue or rent^ 

if) growth of the debt by coinpouml interest, interest not having 
been paid, 

(g) cattle, seeds and manure, 

{li) improved agricultural implements, or 

(/) sinking of wells and agricultural improvements. 

(rV Please indicate also to whom this debt is largely due and 
whether the creditors are Government, banks, co-operative societies, 
or indigenous bankers and professional money-lenders. 

(vi) Is agricultural indebtedness in your locality increasing or 
decreasing f 
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{vii) How far are the needs of the affriculturists of your j>art of the 
country met at present by the l^nd huproi^ements Loans of 

1883 arid the Agriculturists’ Loans Act of 18S4? 

{viii) Can you suggest any measures for rendering the operations 
of these Acts more prompt f 

(ix) Are itinerant money-lenders, such as Kabulis, to he found in 
your part of the country f Describe their method of rrork? 

(.r) Can you give some concrete instances of usurious rates of 
interest, heavy aiunimulation of debts, and prolonged duration of a 
loan, in cash or in kind ? 

(xi) To what extent is the Usurious Loans Act (Act X of J91S) 

availed of in your locality? measures would you suggest for 

greater use being made thereof ? 

(xii) Is there any standard rate of interest followed by courts for 
{a) unsecured and (b) secured loans in applying the Act? 

(.riii) Is the Act being evaded by the taking of a bond for a larger 
araount than is actually advanced to the debtor, (tr in any other way? 

(xiv) What practical proposals would yon make so that the raiyats 
can get loan of seeds and paddy for their needs iih normal times and can 
easily pay off such loan ? 

ixv) What is the prevalent rate of interest of paddy loan in yowr 
locality ? 

(xvi) State what you know of the rates of interest (barged, the 
methods used for ealculating it and for euforeing the payment of the 
debt. 

ixrii) 3Jo you ihink a large number of people, wlio aie effieient 
Aarmers, are being turned into tenants for a period or teiiants-at-will 
through the process of the enforcement of the old del>ts and landed 
property passing on into the hands of the creditors? 

(xviii) If this process is going on, does it take away from the actual 
cultivator the incentive to produce more and in an enicieiit and better 

manner? 

6. (a) Give some idea of the number of small subsidiary industries 

allied or supplemental to agriculture existing in your province, such 
as rice-milling, dairy-farming, gur-making, garden produce, cotton 
ginneries, sugar refineries, hand-spinning, et(\ 

(n) Can you suggest methods by which any such industries could l)e 
encouraged and by which the producer might be enabled to get a better 
return for Lis produce? 

(m) Can you suggest any enterprises which may give employment 
to the farmer during seasons wheji he cannot inake full use of his time 
on his farm and tlius enable him to supplement his imoine and to 
raise his standard of living? 

(ir) What would be the best method of securing working capital for 
such enterprises? 

(v) What financial machinerj’ do you suggest for this purpose? 
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6A. {i) How are small industries {requiring funds below 6 lakhs of 
rupees) y which are neither supplemental to nor connected ufith agrr^ 
culture^ financed at present in respect of their (a) fixed and (6) cir* 
culating capitals f 

(ii) Can you suggest any measures for providing better financial 
facilities for such industries? 

6B. {i) What are the facilities existing in your district for obtain* 
ing loans by people who are not agriculturists^ e,g.y daydabourers, 
fishermen^ small traders^ service-holders and middle class gentlemen 
generally? 

{ii) What are the purposes for which they generally borrow a7id at 
what rate of interest? State the difference in the rate of interest in 
the case of secured and 'unsecured loans, 

iiii) In what way are the (lorcrnment, the Co*operatire Banks, 
and Joint Stock Banks and the indigenous hankers helping them 
note, and what steps do you suggest to give them better financial 
facilities ? 

(iv) Is the indebtedness among these classes generally on the mcrease 
or decrease? 

7. (i) State what you know of the relations that exist between the 
Co-operative Banks and the other banks in the country, namely, the 
Imj)eria] Bank of India, the Joint Stock Banks and tlie Indigenous 
Banks. 

(ii) Describe any existing difficulties in the matter of finance in 
the case of co-operative societies, both in regard to short and long term 
capital, 

{Hi) Can you give an estimate of the amount of extra capital re- 
quired for financing the co-operative movement in your district or 
province ? 

(iv) Is there any competition in your district or province between 
the Co-operative Banks and Joint Stock Banks, ineVuding loan offices, 
and the hranches of the Imperial Bank of India, if any I 

{v) If so, to what extent and in wffiat direction? 

(vi) Have you any views regarding the xmssibility and desirability 
of granting financial concessions in order to stimulate the growth of 
the co-operative movement (e.g., by extension of special exemption 
from income-tax to genuine co-operative societies, inclusion of deben- 
tures issued by the Provincial Co-operative Bank in the list of trustee 
securities, reduction of fees on money remitted through Post Offices) ? 

7 A. (i) Is it desirable that Co-operative Central Banks should he 
permitted to grant loans to individual members and. depositors? 

(ii) Is it desirahle to enlarge the scope for the investment of fwids 
of co-operative societies and to relax the restrictions contained in sec- 
tion 32 of the Act? 

(Hi) Would you advocate free interlending of funds between co- 
operative societies and Joint Stock!" Banks, including loan offices? 

(iv) What are the relations between them and what assistance do 
they render to each other? 
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(v) How fur are Co^peratire Central Banks in a position to under* 
take such hanking business as remittances of money from one place to 
another, without infrwging in any way the provisions of the Co^oprra* 
five Societies Act f 

7B, (i) What has been ike effect of the establishment of co*opera^ 
live societies in rural areas on the prevailing rates of interest on secured 
aiid unsecured loans to agriculturists in your district? 

(ii) To what extent are co-operative credit societies replacing pro- 
fessional money-lenders of your locality? If possible, give some con^ 
Crete instances. 

(Hi) What are the factors that operate against the rapid spread of 
Co*operative Banks in rural areas? 


Part I A. — Loan Offices and Joint Stock Banks in the Mufassal. 

1. What are the loon offices or hanks (other than co-operative credit 
societies) in your district — 

(a) at the district headquarters, 

ib) at the suhdivisional headquarters, and 

{c) at other places? 

2. What are the relative proportions of the different items of the 
working f unds of such institutions , e,g . — 

(//) paid-up capital, 

(h) reserve fund, 

(t ) short term deposits (i.e., money at call or at short notice, not 
exceeding one month), 

(d) intermediate deposits (repayahle within two years} ^ and 

(e) long term deposits (not repayahle till after two years)? 

3. (i) What are the rates of interest allowed on different classes of 
deposits ? 

\ii) What is the longest period for which deposits are accepted? 

4. What are the proportions of the total funds invested in — 

(a) (Tocernment and other marketable securities, 

(h) loans against immovable properties (such as land and build* 
tngs), 

(c) advances to industrial concerns, 

{d) loans on personal security (such as simple promissory notes), 
(e) jewellery, and 

if) ffoods (either directly, or indirectly in the form of dxwuments 
of title such as railway receipt or hill of lading) f 

5. (i) What are the different periods for which loans are granted, 
their purposes and the respective rates of interest? 

In) Is compound interest charged and, if so, what is the practice 
with regard to the levy of such interest? 
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{Hi) Is any interest deducted in advance at the time of granting 
Joans P 

(iv) Are the loans given for a fiaed period? If sOy are any steps 
taken when they become overdue? 

(i) Do these institutions lend money to agriculturists? // sOy 
under what circumstances? 

(ii) Do you think that they can serve the interest of agriculturists 
better than any other agency? 

7 . (z) Is any business other than banking undertaken hy these in^ 
stitutions? If so, what pro^yoTtion of their total resources is so 
employed ? 

(ti) What are the diffictilties which stand in the way of their doing 
ordinary commercial hankmg, e.g., discounting hills drawn in respect 
of goods sent from the mufassal to Calcutta and vice versa? 

S. (i) What portion of the profits is utilised in Imilding up o rest^rve 
fund, and how is such fund invested? 

(it) What are the rates of dividend paid during the last five years? 

9, (i) Describe the present method of their keeping accounts. 

(ii) Do you thmk that a uniform system of accounting and balance- 
sheets should he jnescrihed for all? 

10, What is your opinion regarding such hanks being federated 
into a central hanking institution? 

11, Can you suggest rneayis by which loan offices can take a bigger 
share in financing trade and agriculture? 

12, Have there been ajiy hank failures in your district? If so, 
what were the causes of such failures? 


Part II. — Indigenous Banking. 


(Note. — H y indigenous banking is meant all banks and bankers other than the 
Imperial Bank of India, the Exchange Banks, Joint Stock Banks and Co-operative 
Hanks. It includes any indivitlual or private iirin receiving deposits and dealing 
ui huiulis or lending money.) 

1. State what you know of the fimctioiis of the Indigenous Bank or 
})anker in your district or province, enumerating all kinds of business 
the bank or banker transacts. 

2. How and to what extent does an Indigenous Bank or banker in 
your district or province assist in financing agriculture, trade and 
industry? 

3. State what you know' of the organisation of the indigenous 

banking vsystem in your district or province with regard to — ■ 

,(a) the amount of capital invested, ^ 

( 6 ) the volume of their business, 3 , , 

(c) their expenses, and ^ ^ ^ 

(d) relations between one Indigl^ous Bank and another^ 

between Indigenous Banks and other banks in the country, 
"rik, the Imperial Bank of India, the Joint Stock Banks aB<T 
the Co-operative Banks. ; 
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4. State what you know of the various forms i>f hundis and other 
credit instruments used by the Indig^enous Banks and bankei*s and the 
extent of their use. Give sample copies of any of the hundis, pro- 
missory notes, deposit receipts, etc., used in your locality. 

5. (i) State what you know of the indigenous bankers^ methods of 
granting loans aud*ailowing cash credits and the terms and nature of 
these loans and cash credits. 

(ii) What are the means by w^hich the Indigenous Banks and 
bankers provide themselves with funds to meet their demands? 

(m) What are the rates of interest allowed on various kinds of 
deposits received by them? 

(iv) Do the innigenom hankers in Calcutta and other princrpal 
towns^ in Bengal get sufficient facilities for rediscoiniting hundis with 
the Imperial Bank or with Joint Stock Banhsp if any ? 

{v) Can you suggest measures for increasing such facilities? 

(). ii) What are tlie rates of interest either in money or in kind 
which the agricultural (onnuuiiity has to pay at present to the indi- 
genous banker? 

(//) In wdiat inanner do you suggest these rates could In* brought 
down by l)etter organisation? 

{Hi) Would the reduction of such rat?s confer great benefit on the 
agiiciiltural coininunity and increase its resoimes, thereby leading 
eithei* to an improvement in the standard of living or enabling them 
to spend more on agricultural imi>rovements, better agricultural imple- 
ments, etc.? 

7. (/) Is tliere a prejudice in your locality against tli? indigenou:? 
bankers ? 

{ii) Are these bankers siifti(*iently piotected in law? 

{Hi) Is there any legal or oilier facility wliich can be extended to 
them ? 

{iv) Are ih? dealings of smh class of bankers with their clientele 
conducted on sound lines? 

j(i;) If not, indicate tlie existing defects, making suggestions for 
remedying them. 

8. (0 Would you suggest any means of making this class of 
bankers more serviceable to the community? 

4,ii) Could you suggest any ineans by wliirdi tlie indigenous bank- 
ing system could be improved and consolidated? 

{in) Do you recommend any special facilities to be given to this 
cia^s lor this i>urpose? 

(iv) What do you think would be the attitude of the indigenous 
banking com mxxnity towards the introduction of any measures for 
regulatix^? their operations and for giving publicity to the same? 

9. After making allowance for the legal expenses, inauagemeiii 

charges, losses through default and losses through foredosure, can you 
giv|,,an the return to the Indigenous Banks and bankers 

on ^eir Capital ? 
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10. Please state whether the Indigenous Banks and bankers are 
able to meet all demands for accommodation, oi* whether they are 
obliged to refuse any eith?r on account of the unacceptable nature 
of the security offered or owing to insufficiency of their working 
capital ? 

11. (i) How in your opinion sl^ould the indigenous banking system 
1)6 linked with the ceniral money market and provincial capitals? 

(ii) Would you suggest the establishment of a branch of a Joint 
Stock Bank, or a. braiicli of a Central Keserve Bank, or a local bank 
with local direi torate in each district with which the indigenous bank- 
ing system may be (‘oriiiected? 

(iii) In what inannc^r could such a bank inspire the confidence of 
the indigenous bankers and be able to utilise the local knowledge aiul 
experien(‘e of the latter? 

iiv) How is the <om petition of such a bank witl) the indigenous 
baukars to l)e avoided? 

I'ii. (i) Do you think there is a larg? amount of money in the 
hands of the indigenous bankers whieli does not find employment 
througlmiit the year? 

(;*/) Do you lliink that owing to this ciusc any ling» amount of 
money is flowing to the piovimdal capital, either for long or for sliort 
periods? 

(Hi) Do you think any kind of improvement in tlie organisation 
of lending or borrowing can be made by these funds, instead 

of flowing to tlie jrrovincial capitals, would find remuneiative emjdoy 
ment in the distri('1s and thercd)y benefit the distiict>r 


Part III. — investment Habit and Attraction of Capital. 

1. (/) What are the existing bankuig- resources in the province? 

(ii) Can you state the amount of additional capital# if any, 
required ? 

(rii) What are the means or institutions in existence for encourag- 
ing savings and investment habit? 

r 

(ir) Are the public provided with t\ill iacililies for the investment 
of their savings? 

ir) Pan the existing facilities he imi)rovsd in any way or extended 
in the smaller interior places? 

(vi) Can you give any useful inforjnation in regard to the habits 
of the people of India to invest in silver and gold? 

2. (t) Are postal cash certificates popular in your district or pro- 
vince, and (an any steps be taken to increase their popularity? 

(ii) Do present interest rates of cash certificates require revision, 
and do existing terms of issue in any way need. change? 

(iii) Do Savings Banks afford all possible facilitiss to the public? 

(iv) What clases of population resort to such * forms of invest- 
ment? „ 
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(r) Can anything be done to attract other classes? 

t vi) Have you anything to say regarding the alleged competition 
of Governuiant with banking institutions and bankers in regard to 
deposits by their attractive rates on postal cash certificates and treasury 
bills? 

3. (/) State the existing facilities for purchase and sale of Govern* 
ment securities afforded by Governm?nT, the Imperial Bank of India 
and other banks. Are you in favour of granting anj^ special facilities 
to the small agriculturists and the small investors of the country to 
take up some form of Government security? If so, state what special 
facilities you recommend? 

(ii) State the existing facilities for purchase and sale of secni ities 
other than Government securities, afforded by the various financial 
agencies. 

(ai) Can you indicate clearly the habits of various groups of people 
in your district or jirovince with reference to moneys which come into 
their hands by sale of produce or through any other cause? Where 
do they keep this money, and for what purposes and in what manner 
do they use it? 

(iv) Do the farmers lend to fellow-agriculturists, and on what terms? 
How do they invest surplus money in a prosperous year? Give any 
information you can regarding the amount, growth and distribution 
of (%pital among the indigenous population. 

4. (i) State what you know about the growth of the cheque habit. 

(Ji) What has been the effect of the abolition of stamp duty on 
cheejues ? 

{iff) What classes of ])opulation use cheejues? Have you any sug- 
gestions to make for further promoting the cheque habit (e.g., pay- 
ment of Government servants and bank employees above lls. 100 by 
cluM]ues) ? 

(ic) Have you any suggestions to make regarding the us« oi 
vernacular scripts in banking? 

o. (i) Do you siipx)ort the view that the banking and investment 
habit in India is of very slow growth? 

{ii) If so, to what causes do you attribute it? 

(Hi) Have you any suggestions to make regarding the various 
possible means of ediicaiing fhe people of the country to invest their 
savings in productive undertakings (e.g., propaganda by Government 
in regard to Government loans for capital expenditure, etc,)? 

(ir) As far as you know, what has been the result of the openiug 
of new branches in recent years by the Imperial Bank of India? 
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Replies to General Questionnaire. 

1 . 

Mr. L. 8. Bingemami, I.C.S., District OfOccr, 24-PargMiiis* 

Part I. — Agricultural Credit and Credit Facilities for Snult Industries* 

Question Is — (/) It is a matter of eominon knowledjxe that agricul- 
turists cannot meet all tlieir demands for cash from their own purse. 
Almost all of them liave to incur debts to meet sudden calls on their 
purse. The macliinery tliat at present exists to finance the agriculturists 
in their lime of need consists of — 

(1) I’rivate money-lenders. 

(2) Co-operative credit societies. 

(3) Government under Agriculturists' Loans Act and iiand 

Imjirovenuoils Loans Act. 

Joint stock banks and loan ofRces very rarely undertake to finance 
the agriculturists in the villages. 

(a) Foj‘ expenses during cultivation, agricultuiists have to frequent 
the doors of private local money-lenders or to borniw from local co 
operative credit societies if there are any. The co-operative credit 
societies for various reasons cannot accommodate all who require money. 
Priviite money lending therefoi'e still holds a very llirge place in the 
matter of financing agriculture. 

(h) For capital and permanent improvements agriculturists very 
seldom take advantage of the provisions of the Land Improvements 
Loans Act. Uie finam^e tor such undertakingg comes from tlie two 
sources mentioned above, viz,, private money-lenders and (o-operative 
credit soideties. For dearili of fimrru^e, such under-takings the 
cultivators very seldom launch upon, unless they see these urgent and 
assuredly paying. Had there existed any machinery for lil>eral 
finam e, improvement of land would have been more fre(|uent and gross 
production would have increased. Though the provisions of the Land 
Improvements Loans Act are ([uite liberal still for lack of pioper 
propaganda among the agriculturists, these are not taken advantage of. 
Besides it is not meet and pioper that Government should undertake to 
provide finan(*e for all sorts of imprcivement of land. Some other 
maf liineiy slionld be brought into exi.stence to starve the pui 7 )ose. 

(r) For other needs of the agriculturists the finance is dearer than 
in the previous ca^s tln^iigh the sources are the .same. 

(n) The rates of interest charged vary from 15 to 75 per cent, in 
general cases, 150 per cent, per annum is also .met witli in certain 
cases. 

The peiiod for which loan.s are taken varies generally with their 
purposes. In majority of cases (90 jier cenii) loans are taken for short 
periods for 4 to 8 months, lioans are generally taken in May, June or 
July tmd are repaid in December, January or February. Short-term 
hmns are generally advanced in kind by lending paddy and the seen* 
rity for such loans is seldom formally taken though the standing crops 
ara always looked to by the finamders such. It is for ceremonial 
purposes such as sradh, maiTiage, eb*., that long-term loans are gener- 
ally taken on the security of their lands, tanks or such other assets and 
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in majority of those eases mortgage deeds ai*e executed and registered. 
For these long-term loans, more often than not, no term of years for 
repayment is stipulated. Instances are not rare that these loans are 
hanued down from preAUous generations. Modern tendency has grown 
to take resort to <*onditional transfer system and thus lands are passing 
to the hands of the money lending classes. 

Unless a very intensive survey is made, the percentage ot seen t ed 
to unsecured loans cannot he arrived at. I think I shall not be far 
from truth if I estimate the ratio of secured to the unsecured for the 
short-term loans to be 20 to 80 -whereas foj* long-term loans it will be 
inverse. 

(iti) Vide answer to (/). Agricultural finance ntay ])e divided under 
two main heads, viz. — 

(1) l^roduction. 

(2) Marketing. 

fFoint stock banks (‘onie to help when big dealers and niercliants 
iHMiuire money to purchase tlie produce of the agriculturists. Had the 
finance been supplied direct to the agriculturists inucli of ibe agrarian 
dis(‘oiitenl would be saved. I have not come across any instances in 
whicdi firms dealing in fertilisers have granted credit. 

{i r) Total amount of capital rcM[uired for tlie district will of course 
vary according as long-terni loans are taken frc^ely or not. Tim dcunand 
for sliort-terni loans will also vary in abnormal years. 

(v) The defects have been noted in answer to (/), siicli defc^cds exist 
owijig mainly to the la(*k of attention on the part of joint stock l)anks 
in tliis diiection. It is only then joint slock l)anks which can add to 
tlie elasticity of finance. 

Qu6Stion 2. — (/) Soon aftc'r the harvesting is over tlie laiyats ore 
appi-oached by a host of agents with a view to juirchase tlieir produce. 
Very seldom the raiyats carry their produce themselves to sell in a trade 
eentie to get a better price. Thus tlie raiyats are at the mercy of these 
middlemen who are mere agents of the big merc hants or mill-owners. 

The acdual cuiltivutors have never been able to Iiold his c*rop for a 
better price as they need cash most just after the harvest to meet the 
various lialiilities he incurred beforehand. Ail sorts of dues are much 
piessingly demanded just at that time as each creditor wants to have 
his dues satisfied just before any other lest the proceeds of the harvest 
fall short and he might have io wait for another year. The pressui’e 
becomes so much insistent that cultivators have often to sell all their 
produce and then maintain themselves by borrowiii^g till another crop 
is gremn. Their improvident habits also lead them to indulge in 
extravagant expenditure and particnilarly litigation just after the 
haiwest. 

(ti) The ]>c)ssibilities of co-operative sale of agricultural produce are 
very great as tenants will then get the advantage of an organised 
association which will look to tlieir well-being instead of profit-makiug 
at their exi>ense. In order to become successful organisations tenants 
must be made tc) take a keen interest in their management and pro- 
vision of finance, and to keep a vigilant eye upon the doings of the 
managers ot such organisations. 

(tv) and (t) Marketing of agricultural produce is being carried on 
from the cultivator to the exporting firms by cash payments. Credit 
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instnunents havi* not yet played any part in the internal trade of 
the country. Joint stock banks and loan ofhi^es only come to the helj> 
of merchant classes by providing* actual cash needed by them. H the 
agriculturists themselves are granted credit much strain on luarketiiig 
of agricultural produce caused by a chain of middlemen will l)e relieved 
and marketing will be freed of its many abuses in the intermediaie 
sti^ges. 

(ri) {a) Villagers sell their prodiiee !() the agents who pay lliem cash 
and have, theiefore, no occasion to know even the existeiue of l>anks 
oi‘ baMkei*s. It is the nieixvhants and deiilers who have any transactions 
with a bank and these also sim])ly relate ti» bt)rrowing (‘ash from it. 

{h) No one is heljied by any bank at the intermediate stage of the 
distribution of imported artieles. The iinpoiting tirm often at its 

own risk grants credit to the distributing agents which is not at all a 
feature of sound business, llepayment rests on the sweet will of the 
debtor who may dispose of the aiticles and yet will not pay unless 
aetually sued. Thus the businessman lias to do two fun(‘tii>ns^ viz., 
that of a l)anker and also that of a businessinan. The existence ot 
banks in the country would have relieved businessmen nuich of the 
woiTv and the business much of the speculative eliaige which is im- 
I)orteil to ('ounterbalance loss against gain. 

( rii) Yes. The growers do not get any ('ledit against the produce 
they hav(> at the time. Thus they aie placed at tlie mercy of the 

buying agent who enjoy a sort of monopoly at tlu‘ time. 

{viii) For internal remittance there are no facilities in existeme 
except actual cash transmissions through post oHu‘es. 

(/./') The existing system is <‘ostly and attended with great risk and 
reciuires a long cliaiii of intermediaries between the producer* and tlie 

(‘onsumer. (N)-operative sab^ associations nray go a great way to 

remove the defects in tire existing systenrs ]>iovided siu'h associations 
do not suffer from financial difficulty and latvk ot business al)iiity. 

(./*) Tile use of negotiable insfrunnuits vm*y rarely found in ( on- 
nection with the internal trade of tire irrovince. fbily some Marwaii 
fiiins resort to the use of huiidis. 

{.ri) There is no doulit that the extensive use of bills will lacilitate 
internal trade but the method of ]K)pularising their use is a matter for 
biiHiiiessmen to deal with. 

Question 3. — {/) Value of land per acre for different kinds of crops are 
given lielow : — 

(1) For paddy lands — Its. '‘^>00. 

(2) For jute — Ks. d2(b 

(ri) For sugarcane and similar other erojrs — Its. lUK). 

(ri) The factors that aifect the value of land are mainly the^nature 
of the sale, viz., whether it is peremptory or optional and the demand 
for such kinds of lands, wliich is to a large extent governed by proper 
advertisement of such sales. Thus it is often found that at a sab? by 
court decrees and private negotiations the price is higlrer than at a 
sale for ari*ears of land revenue through (‘ertificate jirucedure. 

Question 4. — (/) There are none. 

(it) The credit of the agriculturist has no douht risen hut the amend- 
ments have not yet exerted any apjflreciahle influence on it. 
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(Hi) Ijong-term credit associations only look ^to the lands of the 
agric^turists as security against their loans. When a joint family 
breaks up, the lands are subjected to the process of fragmentation and 
as there is no legal limit to this sort of fragmentation the lands dete- 
riorate in value and productive capacity as well. This freedom for 
fragmentation has great deterrent effect on the establishment of long- 
term credit associations. 

(iv) and (v) None is known to exist in this district, 

(ri) liund mortgage banks on co-operative or joint stock principle 
could be established to save the tenantry from the osuiious 
charges of the local money-lenders. The land-holders will be benefited 
as the establishment of these institutions will save vhe tenantry from 
the utter helplessness that is daily growling on them through the ex- 
a( tions of the middlemen and mahajans owing to their being the 
weaker party in all transactions with them. Some legal fa(‘ilities and 
privileges will have to be granted to such institutions similar on the 
lines as has been granted to co-operative societies. 

(rii) (a) To simplify reference and to avoid possibilities of disputes 
the sub-registry offices may be furnished with publishe*! retord-of-rights 
registers to note encumbrances, fragmentations and traiislers on pay- 
ment of a comiiulsory fee along with the registration of such documents. 
The fragmentations on the break up of a joint family sh«mld be legally, 
to some extent, restric^ted and fragmentations on such o(*casions are to 
l>e regisltued compulsorily. 

(/>) Arbitration procedure as laid down for (*o-opeiative societies may 
be extended to this sort of banks even though tliese will iif>t be consti- 
tuted on co-operative basis and the awards of the arbitiators may be 
executed tbrough Certificate procedure. 

(r‘) In addition to the privileges mentioned above some scale of 
concession rates may be fixed for reference to tliese records and for 
having certified copies when such is required by these banks. 

(riH) The iiioposed mortgage banks will certainly fiml it difficult 
to get their working capital from deposits which are very shy in this 
country, specially in concerns where (Jovennuent has no supervision 
or coiitrid of some kind. Issue id debenture bonds will therefore be 
a matter of necessity in cases of estaidisliment of such institutions. 
Funds from Central institutions will have to be borrowed wdien there 
will be sufficient giowth of business. But in the first instance such 
funds will liardly be available for ventures of this kind. 

(i\r) As in the case of other corx>orations of this countiy, the deben- 
ture bonds should be guaranteed by the (jovernment for both principal 
and interest as otherwise investing public will feel shy even though 
sucli a venture may prove benefim*al to the people at laige and also 
sound from the business point of view. 

(,r) To secure (ioveinment against unnecessary loss the following 
measures may be adopted: — 

(1) The (iovernment debt will be the first charge on the assets of 

the bank so long as the debenture bonds are not witlidrawu 
from circulation, 

(2) Audited balance sheets with audit reports of the concern slioiild 

l>e submitted at the end of each financial year to the 
Collector of the district in which such concerns are situated 
and to the Accountant-General of the Province. 



(/*!) The Gfn-ernineiit will have the right of audit and insneciiort 
into the affairs of the eoiieern, if at any time it is tnought 
neresssuy to do so» from reports of mismanagement, etc,, 
and, of its own motion to hold emjuiries and plaee it under 
liquidation. 

(4) The Government shall have the right to nominate persons on 
the directorate of the eoneerns and to make the sul>divisionaI 
officer their ex-officio chairman. 


i.ri) The terms to he offered hy these agiicmltinal mortgage hanks 
should he suffi(vientl>* attractive to draw capital for these concerns. 
As there are now* (existing so many avenues of investment in w'hi<*h 
Goveinnicnt has direct connection and as this will he a novel one w’^hicdi 
w’ill carry all that is attendant on an innovation, in my opinion the 
dehentures should carry an interest of 7 A i>er ceni. pei annum siin])le 
interest. Tlie lending rate should he fixed according to local cinmm- 
stances hefweeu lOA to 12i per <‘ent. per annum. The maigin hetw'een 
horrowdng and lending has proved sufficient to (*over expenses of 
management in hig (‘(»-opei‘ative l)anks which includes also the duty of 
s\i]>ei visiem of employment of capital. 

Co-operative land mortgage hanks should he granted the same 
protection with regard to the issue of del)entine h(»nds hy them. 

(.////) A laml iiKirtgage hank can have only the agriculturists liav- 
ing some lands to offer as security as its clients. But for landless 
classes who live hy cultivation on temporary leases of land these hanks 
will he diary of extending its help as these people have very little 
real secin ity to offer. But tlicir number is h\ no means negligilde in 
the country. The real security that these can offer is tlieij* cattle, etc., 
some of which are not attachuhle in execution of a decree according to 
the Civil Procedure Code. But they have the expectation of (‘loiis 
grow’Ti on their hm»])orarv lands year after year to offei’ as tJieir only 
real security wliich will hardly he accepted as these arc invisihle at 
the time of the transaction. There are. however, financiers who adviiuce 
money against invisihle security though charging a veiy high rate for 
their helpless condition. Co-operative f*redit movement has not tomdied 
even a very small fiaction of the total agricultural prqmlatiou (d the 
country. Even wheic rural <‘<M)])erative credit societies have been 
started such persons are very rarely found among its memhejs though 
almost half of the population of the village belong to tin’s class. Tlius 
the system of land mortgage hank will not lie a complete srdution of 
the proldem for provision of long-term cicdit to agriculturists unless 
such hanks can take within its fold these holders of temporary leases 
by acceptance of personal sureties instejid of real sef*urity as is the 
j)ractice in co-operative credit societie.s. Tn (*iM)))erati vc (jedit societies 
the principle of unlimited liability is a great factor in ensuring full 
success in repayment unless the whole inanagt nient is ahsfdutely 
dishonest. The activities of the rural co-opeiati ve r]ef]it societies 
should be extended in the direction of provision of long < redit in achli- 
tioii to that of short-term credit as these are at ])resent doing. I nless 
the eo-operative movement takes upon itself tlie provi.sion of long-term 
credit also in those villages at least where these now’ exists, duplication 
of independent financing agencies will effect adve**sely the interests of 
eai h unless these can act in co-ordination. 

Ilk 
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tiuestion 5. — (/) Xo. 

(u) In order to arrive at the total indebtedness of the agrioultural 
population the following method may be adopted: — 

Take a village where a co-operative credit society exists and then 
have the property and debt statement of the society verified. Yon will 
get an estimate of debt per bigha of cultivable land. Tims an average 
for eaf‘h distri(*t for each bigha of land may be oldained and by multi- 
plication of the whole area the total may be arrived at. 

(m), (iv) and ( 7 ') In tlie above stated method the exact proportion 
will be available. 

(vi) For lack of proj)er data it cannot be slated whether llie agri- 
<?ultural indebtedness is on the iri(*rease or not. 

(vii) People very seldom have re<*()ur.se to borrowing under the pro- 
visions of these A(*ts unless local finance at the hands of mahajan 
.shrinks for existen('e of famine conditions iix the lor/ality. 

(inii) Circle ofiicers may be authorised to recommend these > loans 
and the sul)di visional officers may be placed in cluiige <cf funds to be 
lent out each year by providing definite sums in eacli year’s budget. 

(It) Kabulis as money-lendei*s are at piesent seen in almost every 
locality. Their method of lending is tlrrough hatchitta and handnotes. 
The principal amount is noted in it, the interest Ireing payable monthly 
at orally stipulated rates. These Kal>iilis visit itieir debtors evejy 
month and realize their stipulated interest and after harvest and sale 
of produce realize their prineijral. 

(.r) Nil. 

{,ri) Usurious Tioans Act of 1918 is seldom availed of l>y the people 
of tlie locality owing to the ignorance of it< piovisions. 1'he Civil 
Courts may be autlioiiscd to send cases of breacdi of provisions to the 
District Magistrate for imposition cd penalty which will j)iodiiee a 
ge n e r al d e t e r ren t etf ee t . 

(.rn) No distinction is made as to the rate of inteiest in cases of 
Tinsecuired and secaired loans in most of the cases. 

(.rm) There are vague rumouis to the efteet of taking l)onds for 
larger sums tlian that aie acduallv advanced but no specific cases 
could be alighted upon. 

{xiv) Co-operative grain banks and seed stoies will serve the 
purpose. 

(.rr) For each measure of paddy, one and a half measure are to 
be given at the time of repayment after harvest. In default it will 
be compounded at the end of each year till full sat ivsi action. 

(. 7 * 7 ?/) The prevailing rates of interest are 15 and 18 per cent, per 
annum. Instances are very common where per cent, are charged. 
Generally the calculations are made by month and the month when 
it is advanced is taken into eonsi<leration and the month when the 
repayment is made is neglected. Personal takid is the more general 
method for enforcing repayment. Some creditors employ agents to 
mount guard at the time of thrashing paddy, etc., by the debtor cul- 
tivat(»rs and take away that much woith of produce whi<di is due to him 
or have the produce sold at his instance to get his dues cleared. 
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(.rrw) There is no doubt about the fact that a larjare number of 
land-owning* tenants are being* deg‘raded into the position of tenants- 
at-will for their inability to redeem from their income the ilehts attended 
with a high rate of interest. 

Even though this pro<‘ess has been at work foi some years 
past it is my impression from watching their woj-k that they exert 
their best to free themselves fn)ni their debts by ])rod\icing as much and 
as efficiently as possible until they find themselves heavily involved 
and it is then and then only they lose all heart in their work. 

Question 6. — (/) Industries allied or sii])plemeutary <o agriculture are 
hardly in existence. Peo|)]e are used to pass their time idly when they 
are not required for actual cultivation and harvesting woik. As the ]»r()- 
verb says, idle brains are the devil’s worksho]) and it jn'oves veritably 
true for the peasants in this country, for it is in this part of the year 
that crime and litigation imuease and people want lo pass tlmir da>s 
in excitement of some sort or other. Formerly the villagers had other 
sort of occupation in vacant days according to the voiaition of the caste 
to which each belongs. h\)r example, weavers used to spin, the potters 
to make pots, the smiths to make cutlery articles for village use and 
so on. But now all the industries have disappeared ex(*ept where 
there remains still a demand for coarse arti(‘les winch aire not turned 
out from factories and mills. These decadent industries be revived 
l>y co-operative methods, 

(ri) By co-operative method the cottage worker will be supplied with 
funds for punhase of his tools and raw materials and will have to 
deliver his finished product to the socitdy whi(‘h will arrange for its 
sale in the best market ]>ossible. This method liad the approl)ation 
of the Tndustrial Commission in the matter of resuscitation of (‘(dtage 
industries. 

iin) Number of conventional necessaries niv daily increasing. The 
farmei* pofmlation ca?i be initiated into these new industries whi(*h f"in 
be worked in their own home without much training or tecliniial 
knowledge. I’'or example. In ush-niaking, cane works, rope-making, 
paste l)oarrl, l)asket-inaking, embroidery sewing, doll-making, toy-mak- 
ing and so one. 

(/?*) and ( v) The w'orking capital should he advanced by (loverirment 
under the budget of the Industries Department. 

Question BA# — (/) Small industries of this class have l>een found 
generally to be proprietary or on partnership basis. That are ho k- 

ing in financial siiffi<den(*y and, therefore, in the })cst type of machi- 
nery, is evident from the wretched look these factories ])resent to 
persons who have occasions to pay a visit to them. These industries 
though working on a small scale for financial stiingency are those of 
a pioneering nature. Banks do not at all help them at the initial 
stage either with regard to fixed or circ ulating c-ajo’tal. In fact, banks 
of this nature, vi/., to finance small home industries, are not many 
to be found. 

(U) As banks cannot be found willing to finance these small indus- 
tries, capitalist pioneers will be iiecessai*y to launclj those industries 
successfully. 

QUOStion 6B. — The village inahajans supply finance both to agricul- 
turists and iion-agricnlturists. Where there are Kabuli money-lenders, 
non-agriculturists people more generally go to them as the Kabulis do not 
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ask for any tangible security against the loans advanced by them 
The purjmses for whi(‘h these people incur debts smack generally of 
improyidenee such as intoxication, gambling, litigation, etc. At times 
no doubt these people require sums for productive purposes such as 
maintenance, medical treatment, etc. Very often no difference is made 
in the method of rates of interest between secured and unsecured loans* 

These non-agriculturists get no help from the Government or Ihe 
joint stock banks. Where tliere are co-^)perative banks they get loans 
generally foi- purposes of productive nature. But ihe individual 
bankers when advancing loans to them geldom care to ffiake 
any enquiiy about the purpose for which the loan is taken. 
With the spread of <*o-opeiative and other kinds of bank iii the country 
the Kabuli money-lender will disappear and with them the frequency 
of b)ans taken for imjirovident purposes. From familiar talk with 
(ertain individuals of this class it is found that their indebtedness is 
on the increase as in order to repay one debt with interest they have 
to iri(*iir another debt very often bearing a higher rate of interest than 
the former one on acM'ount of their insufficieiu^v of income. 

Question 7. — (/) At present the Imperial Bank of India has been found 
to finance ihe co-operative movement to a certain extent through tlie 
Provinc ial Co-operative Bank. But the joint stoc k banks and loan offices 
have established no relationship or rather a hostile one with the co- 
operative banks of the locality. 

in) The existing difficulties that the co-operative societies have to 
experience in the matter of getting sufficient finance for short and long 
terms are many. It is admitted that Indian deposits are shy. People 
will rather hoaid their money or invest in jewelleries tlian dejmsit 
them in banks fetching some interest. Those wdio are a little more 
advanced will prefer to invest their savings in Government institutions 
to doing so in lc)(*al ones. J^ven those who deposit hi (‘o-operative 
banks attracted by higher rates of interest seldom keep their money 
for long terms. IVople prefer rather renew’ing tbeii* deposits than 
stipulating in ihe beginning for a longer term. This element of lurk- 
ing distrust in the management of c‘o-operative institutions has been 
the greatest stumbling block to get long-term deposits. Besides this 
element of distrust, theie is the (‘omj)eiitic>n between c'o-operative banks 
and well established joint stock banks and loan offic^es. These latter 
ty])e c>f })aiiks often deal with short-term loans fo? meichants and 
commercial classes and therefore can often oftei* higher rates than the 
co-cq>erati ve ])anks can do. Thus the co-oj>erative banks have to struggle 
harfl for securing de})osits, specially for long-terms. Pnless the co- 
operative banks van attract the imagination of tlie investing public by 
offer of special faculities siudi as free cvr at huist reduced lemittance 
<duirges either through post offices or treasinuCvS, freedom from payment 
of income-tax on the earnings through investments in co-operative 
institTitions, acceptance of cheques on co-operative banks in payment of 
Government dues, etc., the co-operative bank can hope very little 
advance in getting adequate finance specially for long terms. 

Question 7A. — (/) So long the co-operative central V)anks have confined 
their activities to the financing of only affiliated societies, but it requires 
a duplication of management charges in the shape of towui banks to 
finance the individual members and depositors of the central bank when 
they require any loan. Not only it is desirable but also econoniic to 
permit central banks to finance individuals and dep«>sitors who may 
re<iuire loan by enlisting them as members. 
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\it) Though generally the central and provincial co-operative banks 
suffer from dearth of money yet at times they are in glut of funds 
when they will have to keep idle on account of restrictions laid down 
in the statute in section 32 of the Act. This glut 'reason of the co- 
operative bank is often the tight season of the commetvial and trading 
interest. If these co-operative banks can freely len^l to other local 
financing institutions, this free inter-lending will not only kill the com- 
petition but will have an appreciable influence in reducing the general 
rate of interest of the (‘ountry, 

"^l^he expansion of the business of the co-operative banks more and 
more in the line of supplying other banking needs of the country will 
surely go a great way to make them more [Kipulur. Remittau<*e of 
money from one place to another through the ]uovincial bank is now 
undertaken by some of the central banks by means of issuing a demand 
draft on the provincial ])ank in favouj- of the person to which the money 
is fo be it?mitted. The person having the demand diuft eaii piesent it 
b) any central liank whic h has an account with the piovincial Iwiiik and 
can pay the amount on getting an intimation fimn the provincial bank. 
The Co-operative Societies Act restricts these tiansactions among inem- 
bers of co-ojierative so<*icties only. This may be extendful to nop- 
members also, to allow the co-operative banks to expand on the banking 
side i)r()vided sucli traiisac tions take place for bona nde deposit purixises. 

Question 78. — The establishment of co-operative societies in rural 
areas lias reduced the |)revuiliiig rate of interest on unsecured loans, 
especially as tlie co-operative societies generally gnint uiisfH urcul louiis. 
Of course, this reduction of rate on unsecured loans lias produced a 
reaction on t he rate foi* sec'ured loans which are being lowered lest c^ustoni 
of the local money-lenders may go over to the c o-operative soc ieties. As 
co-operative movement has not spread in all the placves and all tlie direc- 
tions the scope for professional money-lenders remains as before or has 
been recluccul only very slightly. In no village all the borrowings have 
been contrac-ted from a c^o-operative society even though such an 
institution exists there for years. 

The factors that ojierate against the synead of co-operative banks in 
rural areas ai^, to iiiy mind, — 

(1) the illiteracy of the masses and their being easily frightened by 

miwschievous propaganda by yirofessional money-lenders. 

(2) inadequacy of number of persons to do yiropaganda work. 

(3) inadecyuacy of funds to finance those whic*h are in existence leads 

other villages to adoyit the yninciple of ‘Svait and see/’ 


Part ii. — Indigenous Banking. 

Question 1. — There are private money-Iendeis in almost all villages. 
It is not a j>rac*ii<^e with them to receive any deposits from other villagers 
or deal in any other kind of banking business exc eyit lending money to 
individuals at their own risk. 

Quostion 2. — The sum lliat is lent out by these village mcmev-lenders 
is for the major yiart of it applied to agriculture, trade and cottage 
industries. About three-fourths of the financ e reqvtred for these 
purposes are supplied by them. 
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Question 3. — The total amount of capital invested them in these 
directions and the volume of business cannot be puessed correctly unless 
speidal investifyations. in this line are taken up. But it is known that 
their expenses of management haiTing the civil court expenses, are very 
small. The relation l)etvreen the i)rivate nicney-lenders or between a 
private money-lender and any other hank is not at all a friendly one, 
rather at times hostile lo each other. 

Question 4. — None of the kinds are seen to be used by tliem. 

Question St — (/) When a person applies foi* a loan the private money- 
lender Imlds some sort of enquiry about the financial condition of him, 
and it satisfied, agrees to grant a loan on the terms settled between tiieiiK 
Cash credits in the ])i()per sense of the teiin are never granted by these 
persons. Only sometimes they issue out loans in instalments on mutual 
agreement between them. 

(it) These money-lenders supply their own capital and have never 
been found to go to borrow to place themselves in funds to l)e lent out to 
its clientele. They will rather refuse loans tlmn go to borrow. 

Question 6« — (/) Rupees 18 to 87 per cent, is the ortlinarv rate of 
interest in money. Twenty-five to 50 per cent, is charged tor jiaddy debts 
thougli the debts may be only for a few months. 

(it) Rates <H)uld be brought down only when there is plenty r)f money 
seeking investment and there is sufficient security the borrowers can 
ofiei*. Of (course, an aitifi(‘ial limit can be imposed by a legal enactment 
but tliis will l)e ineffective and therefore evaded if that docs not conform 
to business coiiditions. 

A net-work of l)anks all over the country will eeitainly temj)! these 
private money-lenders to deposit their capital in these banks rather than 
tioubliiig themselves wiili collection and takid, etc., that are attendant 
on the business of lending. 

(///) Reduction of lates iimy place with tlie agricultui ists a surplus 
of funds which is sure to confer great benefit on the community. 

Question 7. — Indigenovis bankers are regarded as saviours (»i the 
])eo|)le in the locality wlieie there is no other source of finaneiul aceom- 
jnodation. The general law of the eountry is (jiiite suffieient to protect 
their interests. But, in my opinion, these persons aie hastening the 
bankru])t<y of the ])easantrv by making the solvents pay for their 
brethren of indifferent means wlio are not entirely excluded from tlie 
elieiitele of the village money-lenders. Extension of the sound banking 
system in the country is the only remedy to the evils of the piivate 
money-lending .system . 

Question 8. — So Ipng as tlie country is not covered witli a net-work of 
banks this class of money-lenders is an indispensable factor in agricul- 
tural finance. But their exorbitant rates of interest over-burden the 
agricultural finance. This exorbitant rate of interest is the canker of the 
system. This can be removed to some extent at least if some <*ompetitive 
institutions could be brought into being in those locaiities where this 
canker is eating into the vitals. Each money-lender must have to 
register himself as such in the district and subdivisional offices and on 
registration some faciliiie.s may be extended to them in the shape of 
extension of certificate procedure, etc., for the prompt realisation of their 
dues. The indigenous bankers will not surely look with favour if any 
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measures for regulating their operations are introduced unless it is- 
accompanied with some concessions as well. 

Question 9. — The net return of the indigeiioiis bankers on the capital, 
after allowing the charges in (‘onmH‘tian with realization, does not 
exceed 8 to 10 per cent. 

Question 10* — The nature of security olfered l)v the debtor is the main 
consideration of tliese classes and when the se( iirity is not to one's own 
liking the debtor is refused loan till he agrees to offer the security 
demanded by the nioiiey-leiider. Hut it is a fact that all who come for 
accommodation do not get it not for want of capital but for considera- 
tions of solvency or security of the debtors. 

Question 11. — The iiidigeiious liaukittg s\stem oan he linked up with 
the central money market and j)r(»vincial capitals only through tlie 
extension of joint stock or co-operative banks in ihose localities. These 
indigenous bankers will turn depositors or even directors of such local 
banks as is often foiiiul in ( o-o] relative lianhs. 

Qu08tion<^1j^« — I liave indicated above that tiie indigenous bankers are 
very cauliotfs in their lending to individuals. This mentality luis led 
them te kee]> sums uninvested rather than a(‘ce])t investments which 
appear to them risky for want j)f tangible security to be olTered by them. 

This sur])lus of funds in their hands no doubt goes to the piovincial 
cajiitals niaiialy as mvestnients in Government securities. 


Part ill. — investment Habit and Attraction of Capital. 

Question 1. — (/) The existing hanking resoui‘c(*s in the province are 
funds in the hands of tlie privale monev-leiulcrs and those in the tills of 
t he numerous banks and l>anking fii lus. As private investors are very 
s!iy, often idle lioards are kefd by them in liaiui. 

{it) It is not possible to arrive at any approximate amount of addi- 
tional capital tliat will lie required. But if is true that additional 
capital is required to finance all schemes of impiovement tlie agricub 
turists are willing to undertake but they are debarred from <loing so for 
want of funds. 

(iu) (1) T\)st office savings banks and (2) co-operative banks where 
there such exist. 

(tv) Though the above institutions have existed for a long time it 
cannot be said that the public has been provided with full facilities. It 
is a matter ol‘ common experience that the agriculturists in general do 
not frequent the post olKce savings banks. I' he co-operative banks have 
not yet been able to deal with small deposits in an efficient manner. 

(v) The rate of interest allowed by the post office savings bank may 
be raised to the same level a.s is allowed on tlie casli certificates and all 
blanch offices should be allowed to have a savings bank section and, for 
encouragement of jiropaganda in the locality, the postal clerks in charge 
of that section may be g^raiilecl some bonus or rewards on the enlistment 
of depositors during their tej iu of serwice. 
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(vi) It is eonmion knowledg‘e that people in general love omamente 
of silver and g^)ld, and whenever they find any surplus they are tempted 
to invest in ornanients as there are no other scope for their investineiit. 
Hie underlying idea in investing in gold and silver is considered by them 
that possession under one’s own eyes is more secure than holding a pass 
book or an investment certificate. — ^ 

Qliastion 2« — Postal cash rertifictates have l^ecoiUj^ popular with 
middle-class educated men but alteration in the rate of interest within so 
sliort a period has affected its popularity to a certain e3i:tent. Uesides 
investments of larger amounts in other kinds of Governtnent securities 
^vii5., War bonds, etc.) fetch higher rates of interest. The rates may 
revised to keep all of them almost on a par with one amither. It is a 
xnatter of eoiUinon experieiu;e with the public that clerks in charge of 
savings bank sections of post offices are unnecrevssarilv punctilious and 
thus often prove themselves annoying to the public. This state of tiffairs 
can be remedied to a certain extent if thi&se clerks are given some train- 
ing before they are plac ed in this charge, 

(ir) As I liave said above only middle-cvlass educated gentry resort to 
investment in cash certificates and savings banks. ' ' 

(r) I have indicated above. 

(vi) This competition on the part of the Government with the banks 
of course affects the private banks with regard to deposits, but to my 
mind if Government would not have granted facilities for investment 
these amounts of capital would not have been available for the purposes 
they were obtained. 

Question 3i — (///) When cmltivators get money after disposal of their 
produce they generally spend up the amounts in various ways in a few 
months and again go to the mahajans for a fresh loan. 

(tv) In prosperous years the agriculturists after paying up their old 
debts are found to lead a very extravagant life and often indulge in liti- 
gation both civil and criminal. 

Question 4. — (-fieciiie lialiit is rartdy seen in rural areas. It is only 
in business c*entres and among* lousiness men that the use of cheques is 
very prevalent. Vernacuilar scripts in banking in my opinion will be 
of some good in spreading the che<iue habit in rural areas. The 
co-operative banks should undertake to |)opularise the cheque habit in 
rural areas by introduction of vernacular (dieques. 

(Question 5. — It is true that banking and investment habit in 
accordance witli the modern methods is growing slowly in the (country, 
dfcu-merly, for want of good communication and for limitation of market 
the agriculturists used io store pad<lv from generation to generation. 
This stock they used to sell wlien hard pressed tor ac;tual cash. But on 
opening of the world market these savings of the generations have all 
l>een sold up and tfm amount of (^ash received has been sj^nt up so that 
the whole po})iilatlcfn is now stranded at a stag# w’here fn hardly 
atlffices for the expenditure or even fall below in years t)f scarcity. Now, 
unless the people agaiii turn thrifty and invest their savings in some way 
or oilier in banks or wiih the Government, grow^th of cajdtal to finance all 
improvement schemes will not be possible. It now devolves upon the 
Jlepartment of Co-operative Sm ieties to carry on extensive propaganda 
for inculcating thrifty habits among the rural population and to 
provide scope for easy investments and withdrawals by the agriculturists 
of their small savings. 
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3 , ^ 

llr. M. M. ^ SuMivislMMil •llteM’, Sanvekfioril 

(24^Parg«ia»>i 

Part III. — Investmafil Habit and Attraction of Capital. 

Quaciion It is of interest thnt some Its. 2,50;000 is received 

iu this sub-treasufy every -week from the post offices, most of which 
is money sent t)y mill workers to their own country by money order. 
These people when in need borrow money from darwans, jamadars of 
mijifl, 1 ^., and, when thi^'^ have no security, from Kabulis, of whom there 
are a great number in the subdivision. 

■0 

Mr. Abdus Subhan Mahmutf, Subdlvisioiial OfRoer, Diatnoiid Harbour 

(24-Pargaiias). 

Part I .-Agricultural Credit and Credit Facilities for Small thduMries. 

Question 1. — (/) (rf) The a{ 2 rrioulturists (it means the tnillivatinj^ 
ieiuiiits, tliere being no farm or anything of the kind in this subdivision) 
obtain finances during (iiltivaiion as follows: — 

(1) If he has no cattle, he purchases them by incurring debt from 
Biahajans or lAoney-lenders or from some well-to-do tenants and from 
aiierchants as advance, and from rural agricultural co-operative banks 
which are only l-Ki in this subdivision. 

(2) Expenses of getting labour by exchange of labour; he will work 
for others who in their turn work for him. 

(3) Maintenance of family — He borrows paddy on (*onditioii of return- 
ing the same with half the ainoujit in excess in most cases. 

(h) Capital and permanent improvements — For this the agriculturist 
is mainly dependent on tlie landlord; in some cases the drainage channels 
are excavated by the combined labour of the villages, but these cases 
are very few. In Khasmnhal, Government does the improvements* In 
some cases of special importance, (e.g., Magrahat drainUge channel) 
Government does the work and agriculturists pay a tax as tfirtu Cage tax" 
towards the expenses incurred by Goverimient. ' ' 

(c) The agriculturist obtains finance by borrowing from professional 
money-lenders, zamindar money-lenders and merchants and frdn^ w^lij 
to-do tenants and rural agricultural banks. Rent in Ehasmalial 
generally paid after disposal of produce, as the kist for payment hd^ 
been fixed accordingly. 

(i/) { 1 ) ^hf rates of interest vary from 6 pies in the rupee per month 
to 2 annas in ;|he rupee per month, but this liolds good for small loans 
and for periods up to a^ear at the most. For a period longer than that 
the rate of interest corned down to Re. 1-4 to Rs. 2 per cent, per month ; 
the rate is lower in case of lal^ge amonnts borrowed. 

( 2 ) The loans are generally taken by tbe agriculturists for the period 
beginniiig from the month of Asarh up to the month of Eartic. 

(J) In most cases lands are mortgaged either by simple mortgage deed 
•or by usufructuary mortgage deeds; in the latter case standing crops are 
taken in lieu of interest. 


3 
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(i) In the case of usufructuary mortgage deeds, money-lenders are 
in most cases liable to pay rent of the lands mortgaged to them. 

Loans are not given without security except as advance to cultivators 
and which can hardly exceed 20 per cent, of the total loan to agricul- 
turists. 

iiii) Government gives agricultural loans only in pase of distress or 
calamity and land improvement loans in rare cases. 

Imperial Bank of India — Nil. 

Joint-stock banks — Nil. 

Co-operative banks — The village banks have been opened here only 
for a s})ort time. Their utility has not yet been ftdly appreciated by the 
public, for repayment is not satisfactory and most of the rural banks have 
defaulted to the Co-operative Central Bank. 

Indigenous banks — Nil. 

And bankers — Nil. , 

Professional money-lenders — They play the main part in agricultural 
finance by lending money. 

MerchanlH also play some ])art in a^Ticiiltural finance by making* 
advances to agricultiirists known as dadans, thus c()m])elling tlie agri- 
culturists to sell their produce to the merchants at a price fixed at the 
time of making tlie advance. 

Otlier organisations giving credit. — Nil. 

(/r) It is difficult to lay down any hard and fast figure for the actual 
capital required. By thrift and liusbaiidry much of the exjienses of the 
cultivators may be cut down to make them in(le])emient as to their ordi- 
nary costs of cultivation. Exteiusioii of tlie rural co-oiierative banka 
together with tlie honesty of the member to make proper use of it, and 
to repay the loan pun(‘,tually can meet all the legitimate expenses of tlie 
agriculturists, and any improved method of agriculture and introduction 
of new crops can very well lie financed by co-operative banks in conjunc- 
tion with the Agricultural Departmejit. 

(r) In the present system of finaucjing agriculture, the agriculturist 
cannot enjoy the imunne derived from pioduction as tliey are eaten up 
by money-lenders in tlie sluipe of interest and by merchants on account 
of their advance. The agriculturist cannot wait for better market as the 
inahajans fall upon him, some will take the paddy advanced for dadan, 
some will take the paddy with an addition of half the amount for that 
advanced before for the maintenance of the agriculturist and his family. 

These defects will continue to exist so long as the agriculttirist is at the 
mercy of money-lenders for loan. 

The defe* ts may be remedied by extensive increase of co-operative 
agricultural banks, aided by mass education. The security of the banks 
^however depends on the honesty and integrity of the members, and so* 
long as that is not secured, mere extension of banks will serve no useful 
pxirpose. 

(vi) No, there is no scope of improvement as the private credit ageXK 
cies will seek their individual interests. 
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Question 2« — {() Paddy is the principal crop of the subdivision. 
Paddy and rice are purchased by the merchants in the following ways : — 

(1) In some cases the agerits of the merchants buy paddy at the houses 
of tlie raiyats. 

^ (2) 111 some cases the raiyats bring paddy to the market place where 
it is purchased by tlie agents of the merchants who have got firms at those 
places. , 

(3) In some cases the paddy is purchased by the intermediate dealers 
from house to house of the raiyats; these intenuediate dealers in their 
turn sell the paddy to big merchants. 

(4) In some cases tlie raiyats bring the paddy direct to the firms ol 
tlie mahajaii from whom they took dadans (advance money). 

The raiyai is uiiahle to liold u|) the (*rops for better price, ber ause the 
mahajans and money-lenders will fall upon him as soon as tlie liarvest 
is over for the money or jiaddy advam^ed. Further, the raiyat has got 
no otlier source of getting money to meet their demands, also to meet the 
expenses of his family, than to disjiose of the paddy. 

(//) (yo-operative Societies have been establislied in tliis subdivision 
not long ago. The jieople are not yet fully trained. Pools for market- 
ing produce on co-operative princijile may he formed afterwards wdien 
the people will become ( onversant with (*o-o])eruti ve in iiu iple. 

(///) Nil. 

(r) There w'ill lie no s]>ecial difl'erence between internal trade and 
foreign trade, 

(r/) Oi) Ihinks and bankers — Nil. 

Merchants — Idiev buy the product at the hats and iiiokams at a 
generally low price as the raiyats, lieing all needy men, have to dispose 
of their pioducts to meet tlieir expenses in the sha|)e of rent, debts and 
family W’aiits, etc. 'J'lie niendiants, if they do not get good foreign mar- 
ket, stock the goods before export. These merchants play a great deal 
in the financing of the export trade. Dealers cannot exert the same 
influence as big merchants as the forij^r carry on their business wiili a 
small capital. 

(6) Banks and bankers — Nil. 

(vi) (a) The big merchants have got their liead offices in (’alcuita, and 
they get their finance from the liaiiks on usual terms. 

The small dealers usually borrow^ money from local money-lenders if 
they have no capital of their ow^ii, or get advance from big merchants 
to supply them produce after purchase. 

(ri) (h) It is true that growers of produce in this part of the country 
do not get the full value of their produce because they cannot stock their 
produce for better market as they cannot get finance during the marketing 
period. They are at the mercy of the firms and companies who dictate 
the prices. These firms and companies carrying on export trade buy 
g^oods at a speculative price wdiich must be necessarily low so as to bring 
them a good return even for the period for which the goods may be 
stocked for good market. 
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All the corupaaies and firms have got their selling agents at Calcutta, 
so it is not possible to submit facts and figures, but it is certain that the 
firms (e.g., llalli Bros., Shaw Wallace, (iraham & Co.) stock goods. 

By establishing sale societies on co-operative principles, the growers 
may get the benefit of the increased price of the products at least to some 
extent, but, according to the present condition of the locality, it will take 
time to have sale societies here. 

(vii) Ileceiving of advance money as dadan from the buyer which is a 
sort of monopoly will affect banking facilitie.s to persons engaged in the 
movement of principal crops. 

There is no bank in this subdivision to finance the sellers of principal 
crops of this place. 

(viii) No exi.sting fa(;ilities for internal reniittance ; money is paid 
tn cash by the local agenfs of the firms who get their remittance from the 
Dead office either through post office or through dai wags. 

(ijc) The present system is riskj', and in the absence of any bank there 
can be no suggestion for improvement. 

(.rj‘.r) None at present. 

(w.t) If it is desired that warehouses should be started, Government 
assistance under tlie sujtervision of Co-operative Department is essential, 
otherwise the schemes will be failuies. 

Question 3i — (/) Paddy land — Its. 450 per acre on average throughout 
the subdivision. 

Paddy is the staple crop of the subdivision, other crops in proportion 
to the area of the subdivision are almost nil, and there is no difference 
in the pri<.e of lands for otlier crops and those for paddy. 

(//) Failure of crops and the price of food-stuffs affect the value of 
lands in different yeais. Value of laud in Government auction for non- 
payment of revenue of khasmahal is reduced hj- 75 per cent. Value of 
the laud in tlie event of sale by court decree decreases by about 50 to 75 
per cent, of tlie real value. Value of laud in purchase by private nego- 
tiation de}>ends upon demand and necessity of -the buyer and want of 
seller. In the former case the value goes up by even 50 per cent, and 
in the latter case it comes down by at most 25 per cent. 

Question — (i) After the passing of the amended Bengal Tenancy 
Act usufructuary mortgages are decreasing and the %ruount advanced as 
loan is smaller than what used to be advanced for the same land. 

(ii) By the amended Bengal Tenancy Act the credit of the agricul- 
turist has been increased because he has got some additional right which 
he did not possess and which hampered him much in the full use of bis 
lands. 

But his credit has been affected so far as capital used to be raised by 
1isufructuary_ mortgage of lands, on account of compulsory redemption 
after a certain number of years. 

(tv) There are no mortgage banks in this subdivision. There are 
^ricultui^l co-operative banks, but these bauks are now working on short 
term credit system. 
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4 . 

Mr. T. C. Roy, District Officer, Nadia. 

Part I. — Agricultural Credit and Credit Facilities for SinHli Industries. 
Question 1 . (i) Agriculturists obtain finance — 


(a) For expenses during* cultivation mostly iroiu th© (1) local 
mahajans, (2) merchants dealing in special crops and (d) 
ccM)j)erative credit societies where they exist. They also 
obtain finance from (4) landlords who have got tejarati busi- 
ness and (5) itinerant Kabxilis at a high rate of interest. 
But this is to a very small extent. 

{h) From (1) mahajans, (2) co-operative societies, (d) landlords, (4) 
Kabulis and (b) tlie (lovernment under Land Im|»rovements 
Loans Act. The operation of the Land Improvements Loans 
Act is, however, veiy limited. 

(c) From the sources enumerated in {()) as well as from th© Govern- 
ment under the Agriculturists’ Loans Act. 


Hi) The rates of interest vary from 6g to 75 per cent. ]>er annum ; l)ut 
the most (‘oninion rate of lafeimt is dTA ]>er cent, per annum ; the 
period of loan generally extends to a war only, tlu' nature of seciiriiy 
consists in the mortgage of landed property and otliei* assets sucli as 
ornaments, etc. Sometimes tuoney is taken iti advamr? from dealers 
in jute and cereals on condition that the produce wlien harvested will 
be sold to tliem at a i)rice fixed at the time of advance. This some- 
times works without interest and sometimes at cent. ])er cent, interest 
according as the market falls or lises at the time of sale. In some cases 
the usufriK't of a small area is mortgaged hy tlie cultivator for obtain- 
ing finance for the cnltivation of his remaining lands. About 50 per 
cent, of the loans are taken in kind. These loans are ]»ayable after the 
harvest ‘and the interest on tliese loans vaiies between i\ (juarter and 
a half of the (juantity borrowed. The period of this loan extends 
generally from 4 to 0 months. Tn the event of failure of payment 
by the end of the harvest, the (juantity payable (i.e., one and one-fourth 
to o^e and-a-half taken including primripal) is 

realised after ihe next year’s ha i vest with an addition of one-fourth 
to one-half of the (|uantity originally stipulated for. About 25 per 
cent, of the loans are secured and 75 per cent, unsecured. 

iiii) In agritniltural finance the part played hy (iovcrnTiient is the 
granting of loans under the Agricnlturists’ J^oans Act and the I^and 
Improvements Loans Ac t wdieii owing to tlie failure of the monsoon 
there is a report of scarcity. In ordinaiy years the allotment is very 
small and absolutely inadequate for the req\nrements of the agricul- 
turists. Neither is the amount quite adequate in years of scarcity. 

The Imperial Bank of India plays no part in agrricullural finance. 

The paH played hy the four joint stock hanks in the district is 
quite negligible. [These are (1) the Kumarkhali Bariking Gorpoia- 
tion, Limited, (2) the Kushtia Tioan Office, f3) the Khoksa-Janipur 
Jubilee Bank and (4) Bengal Commercial Bank, Khoksa.] 

There are indigenous bankers in Kushtia, and they lend money on 
the mortgage of crops. But their operations are very limited. The 
mahajans who finance agriculturists generally leceive no deposits. A 
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few Marwaris do, but thejvdo so more as traders than as financiers to 
agriculturists. 

.Professional money-lenders, dealers, etc., play the loost important 
part in agricuHii^i*nI finance. 75 per cent, of the agriculturists get 
theij* financial heip'v from them. 

iv) The principal defects in the present system of financing agri- 
''culture are (1) uncertainty, (2) inadequacy and (-O high rate of 
interest. A cultivator is never sure of obtaining his finance and even 
when he gets it, it is rarely that he gets tlie full amount he needs. 
The banks and co-operative societies are all over-(?autious, while the 
mahajans, though inclined at times to advance more than the culti- 
vator has any reasonable cham^e of being able to repay, very often 
stints the loan as much as possible. The loans under the Agriculturists^ 
Loans Act ai*e seldom adequate. In the last case the reason is finan- 
cial stringency of Government, which stands in the way of adequate 
allotments being made to DistHet Officers. Tn the oilier cases, the 
reason is the uncertainty about realisation from the cultivators. The 
remedy lies in in(*reasing the agencies for'lending money to raiyats 
and an improvement in the productivity of the lands to enaV)le the 
raiyats to pay in time. 

(7*/) There is very little of co-ordination amnng the vajioiis credit 
agencies. A member of a village co-operative sotiety borrows from 
inahajans when his application for a loan is refused by his society 
and a man who (‘annot get a loan from a rnaliajan joins a co-operative 
socie{y. As the mabujan (‘onsiders a co-operative society as his enemy, 
no co-ordination will be possible for some time to (ome. Government 
and joint stock banks do not count in the matter. But in areas where 
there are co-operative societies, Governnmnt loans may be advanced 
through these societies. 

Question 2. (/) The raiyats either sell their crops to the dealers 

and creditors at their own houses or at some central place within the 
village where they take their crops, or take their crops to the liats 
where they sell to farias. They are unal)le to hold up tlie crops for 
better |)rices on account of poverty and pressure of (rreditors and the 
zamindars. 

(iii) Jn the Nadia district there is only one co-operative sale society 
at Alamdanga in the Chuadanga subdivision. 1’he society was 
registered in tl»e year 1925 and it is dealing only in jute. The 
membership of the Alamdanga Central Co-operative Su])ply and Sale 
Society, I^td., is open to all perstms lesiding or having movable pro- 
perties in the district of Nadia and in the Jhenidah subdivision of 
the Jessore district. Registered co-operative societies in the area men- 
tioned above are also eligible for its meinbership. There were 591 
members on 'list March 1929, of whom 561 are individuals and the 
rest are registered co-operative societies. The paid-up share capital on 
IMst March 1929 was lls. 10,627-12. The so( iety is affiliated to and con- 
trolled by the Bengal Wholesale Co-operative Society, Ltd. All sales 
are done by the latter. The purchase of jute is done by the manager 
of the society under instniction.s from the Bengal Wholesale Society. 
Tlie society prets its finance from the Beiifral Provincial Co-operative 
Bank. Ltd , of Calcutta on the recommendation of the Benjral Whole- 
sale Society, Ltd. The .“ociety did not experience any difficulty in 
gettinpr funds for its workinjr. but it experienced crreat difficulties in 
collectinpr jute on account of the counter propaganda of the interested 
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I^rties. The jute is sold to the mills as well as to the balers thiouf^li 
Isuropean brokers g^enerally, and the society gets better prices than 
tho local mei*ehants, on aecoiint of good assortment and the jute being 
free from moisture. The society is not getting muph" of its collection 
of jute from the raiyats direc^t but has to colle<‘t them truough farias. 
Veiy few of the members of the societies are, however, actual <nilti« 
vators. There is provision in the by-laws for giving a share of the 
profit to non-members and it is expected that by allowing the non- 
member cultivators dealing with the society to participate in the 
profits they would he indueed to become inertibei’s and the soidety will 
in course of time become wholly co-ojicrative. The laiyats are steeped 
in ignoranee. They have learnt soinetlung about cooperative credit; 
but though the co-operative movement has been in tlie countiy for 
25 years now — the true co-operative spirit is generally lacking in our 
credit societies. A credit society may go on for some time even witli- 
out the true co-operative spirit, being run as a Joan <*om})any is run, 
l>ut swieties for marketing canliot sin‘ceed witkont loyalty of the 
tnembers and I have gicjat floul)^s how far it would be possible at 
pjcseiit to secure such loyalty. The raiyats have no business training 
and they cannot manage their societies themselves. Nei'cssarily depart- 
mental guidance to an extent that is undesirable from the <‘o-operative 
point of view would l)e necessary at the outset. This guidance*, if 
continued for any length of time, has a tendemn' to defeat its object 
by making the members indifferent. Till the initiative t'omes from 
the raiyats themselves, I doubt whetlier dej>ai tmental efforts will 
produce any very satisfaebuy results. 

(ir) Whenevei* the raiyat puts his jirodiue in the custody of the 
purchaser he should re(‘eive an advance at the then market rate against 
tlie produce stored. At present, <mtff/ar,s make such advan<*es against 
the produ(‘e delivered for sale through their nrata to the extent of 
almost three-fourths of the market value thereof. The crops are 
delivered at the nrafs l)y the hepari who has rereived an advance 
therefrom, but when the (‘ultivator has received an advance himself, it 
is he who delivers them. The advance of tliree-fourths is generally 
given in the case of jute. I have no information as to wliether in 
the case of other crops advances are made to the same extent. As 
a matter of fact, advances on crops other than jute are not very common. 

(v) In foreign tiade there is the organisation of bills of excbaiige 
n7id the exchange banks advance money on the secuiity of ])ills-of- 
lading, etc. But in the inland iiade there are pjaciically 7 jo such 
facilities exc’ept the part advance made by the aratflars, as mentioned 
above. The compli(»ations of the foreign exchange do not arise; only 
provision has to be made for remittances of cuoney for commodities 
piirehased. Ru|)ees and currency notes are sent from tlie port towns 
nnd ( ommercial centres for payment to the culti vatois. The shioflf and 
inahajan and banking houses finance their trade anrl remittances are 
made through the Instnimentality of bills or iiundis. 

(vi) The cultivator sells his stuff to a bepaii or petty dealer 
who has received advances from a inahajan or aiatdar. The 
latter .sells to a representative of a large expoiting firm or mill 
and prices are regulated by the conditions of the maTket external and 
interaal. The only bankei-s through ivhose help the wlnde of this 
process is eanled on are the aratdar or inahajan, who are inendiants 
themselves. Banking organisation doe.s not play any apprec iable part. 



(h) The importers of the foreign commodities make these over to 
the selling agents stationed at the important centres and they in their 
turn pass off those goods to the dealers in the mufassal. There the 
goods gradually find their way to the consumers. Facilities of finance 
are absent. The whole atfair is managed by a graduated system of 
credit, as for instan<*e, the importers allow the agents two months’ 
credit, the agent in his turn allows mufassal dealer one month’s 
credit aiul so on. Only at the top there is a nuiliftjan banker v:ho 
pays off the exporter. 

Question 3« (/) Tlie value of land varies in different paHs of the 

district, that of jute land between Rs. GOO and Es. 60; of paddy land 
between Rs. ^^{00 and Rs, 60. 

00 The factors affecting value are: (1) productivity, (2) marketing 
facilities, supply of lalKiur, (4) suitability of the land for tlie pro- 
duction of higher priced crops, (o) annual rent payable and (6) demand 
for land. 

It is seldom that proper value of land is realised at auction sales 
for non-payment of revenue or in sale by court deciee. Pun hase by 
private negotiation generally fetches the proper price unless the 
purchaser is in a position to coerce the seller. 

Question 4. (r/) I do not think the same liank can (*a<er both for 

landholders and raiyats. In each district or siilidivision the land- 
holders might form themselves into co-operative banking assofdations. 
The funds of these hanks might be raised l)y shares and deposits as 
well as by advances either from the State or the Imperial Bank. 
Holders of asamindaries and tenures of a certain size or income niiglit 
become members of the association. As for actual cultivators of the 
soil, any new institution which might stand as a rival to tlie village 
credit society is to be deprecated and I should .suggest that long-teim 
loans to them should be supplied through the village co-operative 
societies. It would be necessary for the central banks financing the 
village banks to obtain long-term credit for their deposits and loans, 
if they are to give long-term loan.s to the latter. State aid through 
the Imperial Bank might be necessaiy for the purpose in addition to 
the issue of debenture bonds. 

(rli) (a) (h) (r) suggestions. 

(vin) From all these. 

Uj') It would not be possible to popularise debenture l)onds without 
some sort of Government guarantee both for principal and interest. 

(,r) Government has got to take tlie risk and I do not suggest any 
meas\ires. But it is perhaps possible to have some sort of a sinking 
fund in each bank to cover such losses to Government. A certain 
percentage of the pi'ofits might be put into the fund every year. 

(.ri) Terms would vary in different districts, 

(xii) No suggestion. 

^ Qu^tion 5« (i) No. 

(ii) In each central bank’s office there is a property and debt state- 
ment of the members of each co-operative society affiliated to it. 
The statement gives the amount of debts of each member. Each 
member of a co-operative society generally represents a family. Each 
central bank is in a position to furnish the number of members of 
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societies affiliated to it :im! their total indebtedness. It is possible to 
obtain the number families of a^rrieult mists in the j rovince from 
the census tables. We might obtain the average indebtedness of an 
stgrieulturist family from the figures from the central banks ami 
applying this average to the number of agricultural families obtained 
from the census tables, Ave might obtain the total indebtedness, 

(///) The above metbod Avill not give separate figures for secured 
and unsecured debts. Each sub-registrar (‘an give the total amount 
of mortgage and other bonds registered at his office during six 
years. I think the total of six years’ figures from the registry officea 
of mortgage bonds may give the amount of secured debts, and that 
of three years’ figures i>lus the central bank's figures might possibly 
give the amount of tinsecured debts. 

The figures for the district would be as follow : — 


Uni^ecured loans. 

Ks. 


Indebtf'dness of members of co-operotivo sofieties in the 
district to the societies 

Sub-Registrar's figures for unsecured loans (3 y' 3» 1 2,783) 
Paddy loans (estimated at half of the other loans) 


17,0(1,278 

0,3S,34a 

13,52,313 


Total . . 40,50.040 


Secured loans. 

Total amount of mortgage loans d\iring 1928-29 — Rs. 19,01,1 10. 

(0 X 19,01.110)-™ Hs. 1, 17, 00, OtU), half of this may he taken 

to be tlie debts of agriculturists . . . . 58,83,330 


99,40,270 


Of the five central l)anlvs in the district only two <‘ould furnish the 
figures of indebtedness of members to societies as widl as to outsidei^s — 
the other tliree could not. 

The total of secured and unsecured del)ts tlius comes to Hs. 99,40,270. 

If we take the amount of unregistered debts at about Rs. 00,00,000,. 
the total comes to Rs. 1,59,40,270 or Rs. 1,00,00,000 [vide answer to 
question 7 (iii) also]. 

Question 5> (iH) The unregistered debts include debts on umegis- 
tered bonds as well as haolats, credit in shop-keeper’s account, loans 
on entries in khatas of Kabulies ami other uumey-lenders, promissory 
notes, etc. The figure was arriA-ed at hy guess, which was suggestc^d 
by the difference betw^een the figure arrived at by cahnilation based on 
figures supplied by the Rub-Registrars and central banks [vide answer 
to question S and that arrived at by the application of the 

average debt of a inemher of a co-operative society to the total number 
of agricultural families [vide answ^er to question 7 

(ir) remarks. 

(v) Mostly to professional money-lenders and to indigenous bankers* 

(vi) Increasing. 
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(vii) Loans under the Land ImproTeinents Loans Act and the Agri- 
tjulturists' Loans Act are available only in years of scarcity and mat 
too to a veiy limited extent and they are far from meeting the needs 
of the agriculturists. 

(viii) It is not that the operation of the Act fails to meet the needs 
of the agriculturists on account of the delay involved in them. Even 
as the Act stands the enquiries under the Act do not take much time. 
*l’he amount available for loans under the Act is meagre. 

(ij^) Yes. They lend money at very high rates of interest varying 
from one anna to 2 annas per rupee per month on simple bonds without 
security, 

I remeinlier one case of Rainpurhat subdivision. A Ranthal 
had borrowed some paddy worth less than Ils. 50 some 20 years before. 
He had paid to the mahajan about Ils. 400. Yet I found him indebted 
to tlie extent of about Rs. 500 for which the mahajan had obtained a 
-decree in the civil couiH:. The figures given above are ajiproximately 
<iorrect. 

(a^i) No remarks. 

(.m) No. 

(,riu) No. The Act is seldom made use of. 

(a^iv) The organisation of supply societies on co-operative lines. 

(.rr) Twenty-tive to 50 ])er cent. 

{,vvt) Simple interest is generally charged, but the interest of 25 
to 50 per cent, has to he paid irrespective of duration piescribed ; the 
loan is repaid within the year. If it is not rejiaid within the year, 
the following year's interest is added, if payment is put olT till the next 
harvest. The practice of charging compound interest has practically 
become obsolete. Recourse is had to court if ])nyment is not made. 
This answer refers to paddy loans only. 

(.rvn) In a few cases this may have happened in the past, but it 
bappens but rarely now. 

Orviii) The process is not going on to any ap])recial)le extent. 

Question 6. (/) The industries mentioned in tlie ([uestionnaire are 

of very little importance in this district. Dairy farming, cotton 
ginneries, sugar refineries are piactically unknown. Hand-spiiining 
and gur-inaking are carried on to a certain extent, but the total annual 
labour force employed in them does not exceed 0-1 per cent, of the 
total number emjdoyed in agriculture. A number of people in Kali- 
gunge thana live l)y making sola-hats. There are now no sugai* refineries 
in Santipur worlli the name. 

(n) The industries could be encouraged by holding annual exhibi- 
tions of their prodmds and offering prizes and certificates to the best 
producers. The exhibition might be held by the Departments of 
Agriculture and Industries or by local bodies, viz., the district board.s 
or local boards. What is most required to stimulate their development 
is the infusion of new ideas. Careful and thorough instruction in 
modem processes should be given by expert inspectors who might tour 
round the villages, I should also like to suggest the organisation of 
Tillage ai+isans on a co-operative basis for purposes of credit, of pur- 
ohase of raw materials and of marketing. Thereby they will be able 
to eliminate at least a set of middlemen to whom at present the bulk 
of their profits go. 



43 


(wi) Cotton spinning and weaving by the introduction of ( luirka and 
handlooms seem to be very suitable for this purpose. Particular groups, 
might take to other industries, viz., hardware, cutlery, pottery, rope- 
making, e»tc., according to their individual tastes, lliere are also 
opportunities for the development of a poultry-farming industry. But 
the possibility of subsidiary occupation depends largely on the location 
of the village and as a general principle it may be laid down that the 
chief solution of the problem of the cultivator is intensification or 
diversification of his agriculture. 

(ir) If they form organisation on co-operative principle the diffi- 
culty of providing sufficient cajntal at reasonable rates of interest will 
disappear. Where special needs exist Government luiglit make advam e 
to the society for the purchase of improved machinery. 

(r) The Government can make such ('ontributioiis througli flie exist- 
ing co-operative central banks. 

Question 6A. (/) Such industries in the distrii t derive tlieir* fixed 

capital from shareholders and cin‘ulating capital out (jf the sliare 
<'apital as well as (*redit in the shajH^ of raw materials. 

(if) Industrial banks should be started at suitable centres which 
should advaru'e money at a reasonable low rate of interest. 

Question 6B« (i) Mahajans often lend to tluMu but at high lates 

of interest. Fishermen and small traders fare no better than middle- 
class gentlemen and service-holders are no doubt in a liettei’ position 
l)iit there are only the mahajans to lend to them and the rates of interest 
are very high. 

(//) Medical expenses. <n dinary necessities of life, trade purposes 
and occasionally for marriage and srtiflh ceremonies. 

The rate of interest varies between 12 per (a^nt. in the case of 
secured loans and 24 to ‘tTi per cent, in the case of unsefuned loans. 

(Hi) They are helping very little. 

In my opinion the b(*st method would he the institution of co- 
operative societies among the persons themselves. (%)-operutive ,centi al 
banks are nnwilling to finance societies among the landless classes and 
if they cannot be made to dispense with mateiial seciuity and lake a 
wider view of their responsibilities, I would suggest that the banks 
among these I'lasses l>e financed by Goveniment out of the proceeds of a 
epecial loan to be floated for the purpose. 

(rr) The indebtedness is generally on the increase. 

Question 7. (/) Co-operatiA’e banks have relations with the Imjauial 

Bank of India, The Provincial Co-operative Bank may take advances 
of money from the Imperial Bank of India against se< urities lodged 
with the bank. The local l)ranches of the Imperial Bank also allows 
cash credit to the central banks on the guarantee of the Provincial 
Bank. Co-operative banks have no connection with the indigenous 
banks except that some of the latter put their surplus funds with 
co-operative banks. 

(Hi) It is presumed that what is wanted is the amount of extra 
capital required for financ'ing the w'hole tyf the agncultural popiil.^tion 
of the district through co-operative societies. The follow ing is a rough 
estimate. The total indebtedness of the members of co-operative sof ie- 
ties affiliated to the Ranaghat and Kushtia Central Banks (for wdiich 
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figures are available) is Hs. 4,31,701 and Ks. 4,97,473ixlls. 9,29,174. The 
number of members of tim .societies is 7,038 and 4,^151^11,389. The 
average indebtedness of a member of a co-operative society is therefore 
Rs. 81 — a member of a co-oi>erative society represents a family. The 
number of male working agriculturists is 182,374, and female workers 
30,106. Assuming that half of the female workers have their hushands. 
also working for the family, the total number of agricultural families 
in the district is 182,374 and 18,053=200,427 or I'oughly two lakhs. 

Applying the average to this number the total indebtedness of the* 
agricultural population comes to Rs. 2,00,000 x Rs. 81=Rs, 1,62,00,000. 
The total amount df indebtedness of the members of all the co-opera- 
tive societies in the district ('affiliated to the five central banks) to- 
the societies is Rs. 17,60,278 (figures furnished by the central banks). 

The aniount of e^ctra capital required would thus be Es. 1, 62,00, 0(X) 
— Rs. 1 7,66,278 = I{8. 1,44,33,722. 

(Hi) By “extra capital reciuired for finantdng the co-operative* 
movement,” I understood the extra capital required for financing aa 
many co-oj)erative societies as would l)e necessary for replacing all 
the other existing sources, from which the agricultural population of 
the district at jire^^ent obtain their loans, and I included in my figure 
not only the amount annually required by the agriiailturists but also 
their existing debts, as co-operative societies aie expected not only 
to advance money for cultivation but also for wiping off the existing 
debts of cultivators. 

The following is a rough estimate of the seasonal requirements 
of the agricultural population for the purpose of agriculture : — 


Serial 

No. 

1 

Name of crops. 

2 

Area under 
cultivation. 

3 

Cost of pro- 
duct iori per 
acre. 

4 

Total cost of 
cultivation. 

5 



Acres. 

Rs. 

Rs. 

1 

Pacldv 

1,318,002 

25 

3,29,65,050 

2 

Fodder cro}) . . • ♦ 

2,602 

18 

46,836 

3 

Jute . . . . 1 

172,443 

.55 

94,84,365 

4 

Winter pulses . . . . ! 

63,305 

20 

12,66,100 

5 

Wheat, barley, etc. . , . , 

31,337 

25 

7,83.425 

6 

Mustard and linseed 

67,837 

20 

13,56,740 

7 

Sujfurcane 

24,304 

225 

54.68.400 

8 

Tobacco . . . , 

7,485 

**80 

5,98,800 


Total . . 1 


— 



The total cost of cultivation of culturable area in the district is 
therefore Rs. 5,19,69,716. In view of the fact that a considenible 
proportion of the area is cultivated either directly by men who do 
not ordinarily require to borrow for purposes of cultivation, or in 
bhag under such men, and also of the fact that only a part of the 
cost of cultivation is actually borrowed by the actual cultivators, who 
work on their own fields, I think only 20 per cent, of the total cost is 
actually borrowed. The total amount required for seasonal require- 
ment thus comes to Rs. 1,03,93,943. 
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The total indebtedaesii of aprricultiirists 1 es^tiuiated nt 
1,624K1,(M)0. ^ This sum inrludes the aaiount borrowed for seasonal 
xequii«meat9. Excluding the latter from the total, we arrive at the 
Ipng-terin loans. The amount would be Its. 1,62, 00, 000- Rs. 1,03,93,943 
»Rs. 58,06,057. 

(iv) and (v) Tliere is competition between the co-operative banks and 
joint stock banks in the matter of securing deposits but there is no 
•competition with regard to advancing loans. There is no branc)i of 
the Imperial Bank in this district. 

(vi) It is desirable that ooneessions such as exeiuption from iiicome- 
tax, stamp duty and registration fees and the provision of farililies for 
the transfer of the funds at par by means of remittance transfer 
receiptvS should be granted to stimulate the growth of co-operative 
isocieties. They should be given a i^efund of the commission on postal 
money orders when these are employed for remittances between soc ieties. 
The Royal Commission on Agriculture (1926) also made the above 
iwo m mendati ons. 

Question 7A» (i) As there is competition with joint stock banks 

"witli regard to deposits, it is desirable that depositors should be albmed 
to borrow to the extent allowed by joint stock banks. The same facilities 
might be extended to individual members. Thereby more deposits will 
flow to central banks. 

(in) No. 

(rr) Practically there is no relation between them excH^pt that joint 
stock banks sometiiuevS deposit money in co-operative banks. 

Question 7B. (/) In areas where co-operative societies have Irmui 

strongly established private money-lenders are becoming extinct. The 
7)ractice of charging compound interest has become a thing of the ])ast. 
On the whole there has been a general lowering of the rate of the 
interest both on secured and unsecured loans. 

(ii) To a verA" great extent. Roughly alioiit 50 per cent, of the 
former money-lenders have been rep'laced. Some c'oncTete insianct^s aie 
available from the Kushtia subdivision. Three-fourtbs of the amounts 
advanced by the local money-lenders have been repaid by the boirowers 
on getting loans from the rural co-operative societies. 

(m) The following are the factors operating against the spread of 
co-operative banks: — 

(a) Want of education and lack of intense pi’opaganda. 

(h) The hostile attitude of money-lenders and other interested 
parties. 

{c) Innate conservatism of the people. 


Part lA.r—Loan Offices and Joint Stock Banks in the Mufassal. 

Question !• (a) The head office of the Kumarkhali Banking Cor- 
poration, Ltd. 

(h) Two in Kushtia — (i) The Kumarkhali Banking Corporation and 
(«*) the Kushtia Loan Office. 
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(c) At Kiimarthalf, the Kumarkhali Banking Corporation, JAd.,. 
Dinanath Kundu & Co., the Kiimarkhali Credit Association (jwni 
stock company) and United Trading Company at Khoksa, Jubilee Bank, 
Ltd., and Khoksa Commercial Hank, Ltd. 

Question 2. (a), (6), (c), (d) and (e)— 



Paid up 
capital. 

Reserve | 
fund. 

Short 

term. 

Interme- 

diate. 

Long 

term. 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Kutnarkliali Banking Corpo- 
ration. 

19,610 

20,391 


•• 

— 

Kushtia Loan Office 

20,000 

14,023 

11,392 

39,053 

75,530 

Khoksha Jubilee Bank 

29,565 

4,670 

1,415 

21,894 

840 

Khoksa Commercial Bank 

42 625 

951 

1 

1 

13,821 

10,113 

•• 


Question 3. — (/) For sliort term, rate of interest varies between 
and 4A pet cent, per annum. 

For intermediate term the rate varies between 5 and per cent, 
per annum. 

For long period rate goes up to 9 per cent, per annum. 

(/?) The period varies from "1 years to 5 pears. 

Question 4. 



Kumar- 

kiiali 

Banking 

Corpora- 

tion. 

Khoksa 

Commer- 

cial 

Bank. 

Khoksa 

Jubilee 

Bank. 

Kushtia 

Loan 

Office. 

(a) Government and other marketable 

Ks. 

Rs. 

Rs. 

Rs. 

Per cent. 

securities 

4,750 

1,337 

•• 

•• 

(d) Loans against immovable pro|>ortie8 

2,03,564 

13,865 

1,587 

2£^ 

(c) Advances to industrial concern 

10,000 



• • 

(i^) Loans on personal security 

87,629 

37,850 

37 per cent. 

35 

(c) Jewellery 

•• 

4,420 

10 „ 

4 

(/) Goods 

•• 


4,067 

*• 


Question & (i) Loans are granted for different periods varying 

from 1 month to 3 years. Rates of interest vary from Re. 1 to Re. 1-9 
and in a few cases to Rs. 2 per month according to the nature of 
mortgage. Money is borrowed for various purposes, e.g., household 
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expenses, marriage expenses, religious rites, payment of lain! rent, 
purcha$in/;r new lands, etc. 

(if) Compound interest is not ohargeali 

(iit) Only by the Kushtia Loan Office. One month's interest is 
realised at the time of granting loans. 

(ir) Loans are given for a fixed period. Action is not generally 
taken in courts before the loans are about to be barred by limitation. ‘ 

Question 6. (i) Yes, they advance loans to the agriculturists ott 

the security of their lands or on simple bonds. 

(ii) No. 

Question 7. (<) The Khoksa , Jubilee Bank has jotedari with jote- 

lands for Rs. 4.930, i.e.. 7 '2 per cent, of their resources. No other bank 
is known to have undertaken any business other than b.nnking. 

(//) Want of capital and want of proper training in banking. 

Question 8. (i) Kushtia Loan Office has set apart one-thiid of the- 

profits as reseive fund. 

Khoksa .Jubilee Bank contributes 2 to 5 per cent, of the net profit 
to the reserve fund. 

The fund is invested with other funds as working capital. 

(ii) 



B. S. 
1331. 

B. S. 
1332. 

B. S. 
1333. 

B. S. 
1334. 

B. S. 


Per cent. 

Per cent. 

Per cent. 

Per cent. 

Per cent- 

Kushtia Loan OOico 

If) 

20 

10 

JO 

Nil 

Khoksa Jubilee Bank 

12 

12 

Nil 

15 

10 

Khoksa Commercial Bank 

5 

Nil 

6 

1 

10 

7 


Question 9. (i) No remarks. 

(if) Yes. 

Question 10. It would be a very good thing if it were jmssible to 
federate the existing banks into a strong <‘entra] banking institution. 

QUMtion 11. No remarks. 

Question 12. There have been some bank failmes in tiie district 
due to injudicious lending of money by the directors and dishonesty 
on the part of the secretary. 


Part II.— indigenous Banking. 

Question 1. The indigenous bankers in villages and small towns, 
where modern banking is unknown, give loans on the security of jewel- 
lery, or other articles pledged with them, and purchase and sell bullion or 
ornaments. They finance internal trades and remit funds from one 









to another for their customei^ and dieeotmt the huiidis of small 
dealei-s. They very often combine trade with banking'. 

QuestiM 2. To a certain " extent these bankers help the agricub 
turists with loans daring the sowing season and- realise after the 
harvests are sold. In this way^t-hey hnance agriculture. They also 
have a hand in the movement of the crops from the growing Vo the 
consuming districts as they advance loan to the beparies and aratdai’s. 
But they seldom finance industry. For they are loath to move out of 
their accustomed groove and small industries have no charm for them. 

Quostion 3< This business of private nioney-lending is done by 
numerous persons of every caste and class in towns and villages all 
over the country. 

(a) It is extremely difficult to estimate the capital invested by 
them as each keeps the same as ai Secret to himself. There are petty 
and big ^oat^rs. , 

(b) Their busine,ss extends to all the village*!. Each village 
mahajan has his own circle which comprises his own village and 
one or two neighbouring ones. The biggest among them meets the 
banking needs of quite a good number of villages. 

(c) Their expenses are extremely meagre. These people are prover- 
bially stingy and they have the knack of managing their business with 
an awfully small establishment. One or two gomostas are enough for 
managing a business of some lakhs. 

(d) Amongst the indigenous banks there is hardly any system of 
co-ordination or combining business. Of coiuse, the smaller ones 
accept loans from the bigger dealers who in their turn obtain occasional 
assistance from the joint stock banks or the In(i)erial Bank in the 
shape of advance on security or otherwise; barring that there is no 
other relation between them. In villages where a co-operative bank 
or society has been established it has to faee a .strenuous competition 
from the village mahajan. 

QllSStioff 4. There are several foims of liundis written in a rather 
uninviting script peculiar to the mahajan class. Of them — 

(a) One is used for the purpose of simple remittance. 

(h) Another is a kind of on demand draft. 

(c) Yet another is a kind of a sight-bill. 

Besides the hundis, there are also the simple bond.s, prt)mi.ssory 
notes, mortgage bonds, etc., in u.se, but these are not negotiable 
instruments. These latter are used for purposes of simple loans where- 
as the loans, i.e., hundis are extensively in use in the financing of 
trade. 

It has not been possible to get any sample copy of any of the hiindis. 

Question S. (>') Ordinarily they give advance on some security in 
9 ne shape or another. When the loan is granted on a movable article 
or ornament the borwwer gets a loan to the extent of half the value 
of the article; when it is immovable property, he obtains a loan to the 
extent of about two-thirds of the value of the' prt^erty. They also 
advance their credit by allowing the producers or smaller dealers to 
dra.tr on them from time to time till the limit of credit is reached.: 
^ey also discount the hundis^ thus credit to the drawee. In 
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case oi simple loans the late of inteiest varies fioin 18 to per cent, 
per aiiniiin, whereas in the ease of fliseoiinting hundivS 5 to 6 per (‘ent; 
of discount is ac (*ep<ed. Cash credit is allowed at a hij^her rate than 
the secured debts. 

(ii) They accept deposits from the people at a (’ertain rate of interest 
usually lower than that at which they lend. I'hey also borrow from 
the joint stock banks or other bijr^rer indi^enoiis bankers. 

(m) They <renerally allow 5 to G per (ent. interest juu* annum or 
more at times when money is strinj^ent. 

(ir) During* the busy season the hundi-distounting: shroffs re4lis- 
count tliose huiidis at the presidency banks at tlie latter's official jate 
which is 2 or ‘1 per cent, less than at what they discount them. In the 
off-season they do not require to go there. 

Ah fai* as I am aware, the farilities obtaining* present are far 
from sufficient. 

Question 6< (/) Csually the rate varies from 24 to pt‘r cent, 

per annum for money debts and 50 per cent, per annvim for debt in 
kind but much fiigher rates of intert^st are not \incoinmon. 

(//) The only effective way would l)e to popularise the co-o]ierative 
movement among those cultivators, to educate them in order to exert 
combined influence and to jjrovide for better economic condition among 
them. 

(ni) Simple reduction of tlie rate of interest will be far from achiev- 
ing ihose results. Theie ought simultaneously to be a good provision 
for furnishing education to Ihe cultivators. The ('reation of the 
^‘provident habit'’ is the necessary thing. 

Question 7. (?) No. except among* a (*eitain class of f>fficial,s and 

lawyers who take a special delight in villifying them. Tliev are looked 
upon as the only saviours at times of distress. Fhey are far less <Hs- 
liked than the jciint stock banks which are conducted in an outdandish 
and official way. 

(ii) Yes. They can resort to the law courts whenever necessary. 

(iii) Tbit the cost of litigatif)n wln’eh these bankers have to incur 
nltimately falls upon llie poor borroweis. Any ]u*ovision for summary 
realisation at a less cost will benefit the judgrnent-df'btor. 

(ir) They are sound in tlieir own way and observe proj)?r safeguaids 
towards realisation. 

(r) But a further check on dishonesty and fraud on either side can 
be brought about by setting u]> registration offices more extensively 
over the'^province and by lowering the scale of fees for registration. 

Question 8* (i) These j>eople are already rendering some seiwice to 

the community by removing the difficulties that would have arisen 
owdiig to the want of banks. Moreover, the villagers also feel more 
at home with these indigenous bankers who are so to say a growth 
of the soil. It would be a folly to ivy to oust them by planting the 
modern banking institutions luoadcast over the country all at once. 
The more sahiiary process would be to instil the lessons of modern 
banking into these people and to educate them to combine into bigger 
and safer institutions of banking. 

(ii) AVith a view to consolidate their strength, preaching and pro- 
paganda are necessary. With the expansion of the co-operative cult 


4 
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these people ran be made to leave off their isolation and once this 
eo-operative nioveinent can enlist their support, the principle can be 
employed in diverse activities of the community. Large scale sale and 
supply agrencies can be opened, small industrial firms can be established 
to use the local raw materials, etc., and a better yield is ensured for 
their unprofitable surplus. These men should be made to understand 
that combination brink’s about a decrease in the cost of establishment, 
less risk of loss, etc. and that on the other hand their money is more 
safe and will yield a ]>etter return. 

(///) Special facilities towards combination can be affoided in the 
shape of lower rate of in(*ome-tax in the case of joint banking* firms 
than in the case of individual liankcrs. 

(/?') At first his attitude must needs be hostile. But g^radiially he 
will be^in to see that these institutions are no hindram^e to his income 
Imt the contrary, l^hese institutions will relieve him of the liouble 
and risk involved in carrying- about and secreting* bag’s of rupees. 
When these are established in agTii’ultural districts it will be‘ to his 
advantage to use them for rernittam-e, deposit and dis(‘onTiting purpose's, 
lie will gTadually learn that it is n) 0 )'e ecom)mir*al to inanaue one 
central liank with a number of t)ranches than many imiependent smaller 
banks. 

Question 9. After making all those allowances. T f])ink a good 
fifteen per (*eiit. of ])r<)fit on his outlay is left to the banker. 

Question lOt T lielieve it is a fad that all the d(*mamL foi* acf-om- 
modation of the community are not and cannot be met l)y tliese 
independent mabajans. At times they do refuse owing to insufficvituicy 
of their working <‘a]>ital. In petty loans the maha fans do not set much 
store l)y ‘^securities’’ for, being co-villagers they entertain <{uitf* an 
intimate and (‘onfidential relation towards each other*. By consolida- 
tion their effi<‘iency will be increased in this direction. 

Question 11. (/) The big joint stock banks should t(» a greater 

extent attend to accommodating these village banks and should acce]>t 
propeHies in the niufas.sal as security ag-ainst their advances. With 
the extension of the habit of using credit instead of cash amongst the 
people, greater banking fa(*ilities will be iieede<l. iinmerous competitors 
wdll appear in the field ami the Au'llage rate will respond to the rate 
obtaining in tlie central irioney market. Sf) it is the case even now. 
During the height of the busy season, when money is i^tringent the 
rate at which hundis are discounted usually follows closely the official 
bank rate of discount. 

(if) A branch of a joint stock hank or a bra: cli of a central reserve 
bank will be the more efficient from the point of view’ of economy but 
a local bank with a local directorate w’ill be preferable as the latter 
wdll be better informed of the pni’ticular needs of the locality and 
moreover as it will foster the necessary spirit and training. 

(///) The indigenous bankers or at least a selected few from among 
them will be enlisted in the board of directors — thereby both the 
purposes wnll be served. 

(iv) At first there must be some comfjetition of a sort — but gradually 
with the restoration of confidence that wnll be gone and they will change 
to be the helpful allies of these batiks. Tide in this connection answer 
to question 8 (tv). 



51 


lliese bankers are extremely eaxitious pt'ople ami 
they fliink thrice before they a^ree to a particular transaction. Due 
^ their over-cautious nature, a part of their (‘apital is left uneinploye«b 
But the proportion of this unemployed capital is veiy small during' f he 
busy season. But taken collectively, the amount thus iineinploved 
would be considerable. 

iif) Xo. The habit of investing* capital iu a distant district is uot 
verv popular with these village money-lenders, 

(w) Vide answers to question S (/), (/>), (in) and (ir). 


Part III. — Investment Habit and Attraction of Capital. 

Question 1. il) (o) Slmres. 

ih) Deposits. 

(r) Advaiices from jiroviiicial Imnks and central institutions. 

(n) Vide answc] to question 7 i/V/), Section IT. 

(ifi) The followin«.»* ari' the means in existen(‘e ioi encourai^’inj^' 
savinu* : — 

(a) Post office savinn*s banks. 

{//) Postal cash (crtificates and (Toverument secuiities. 

(<•) ( j)-o])ei ative (*redit societies and baiihs. 

(//') Xo. 

i r) Yes, ino?e (‘o.operati>'e societies nmy be opened. Psiablisliment 
of post oflices with savin^^'s Itanks and opmiing* of savitit^s banks in 
existing* post oflices where they are non-existent will lie hcdpful. 

(ri) Most ])eople do not and cannot invest in ^’f)bl o?- silver b(‘cau>e 
tliey liave liardly anythiiur left to invest. Tln)se, who can afford, do 
invest in the form of ^-old o]* silver ornament.- only. The ..tory of 
India possessiri;^* a mine of hoarded wealth iu silver and ^f^ld is a 
myth. 

Question 2. a) Yes, they arc. To make them more popular tl e 
rate of interest should l)e increased. Besides there should l»e ^reat^ r 
piiblicity. 

(ii) The existing terms of issue need not r(H|uire any change, only 
the rate of interest may be raised. 

(m) Yes. 

(iv) Mostly middle-elass people resort to such forms of investment, 

(r) Rate of interest may be raised. 

(vi) I don't think the joint stock banks sulfer ])iuch from this allf^ged 
competition. The attraction for the gr^'caler safety is counter- 
balanced by the lower rate of interest offered by the Government. 

Question 3. d) Xo remarks. 

(n) There are no such facilities in this district. 

(tii) Common cultivators seldom deposit their money in any bank. 
They keep it at home iu boxes if they have any, sometimes buried 
under the floors and sometimes in eaHhen pots. Middle-class ])eople 
often deposit their money in postal savings banks but inr.stly keep it 
at home. Tlie money is spent in paying rerit.s to >:amirrdars, debts to 
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mahajaiis and purchasing the ordinary necessities of life from time to 
time. 

(iv) The farmers at times lend petty amounts to their fellow-agri- 
culturists at nominal interests and often without interest. They are 
so heavily in debt that they have hardly anything left after ]>aying 
their creditors even in a pros}>erous year. Any surplus left over after 
paying the zamindar and the mahajan is invested in acquiring new 
lands. 

Question 4. (i) No growth of this habit is perceptible among the 

iriasses. It is gaining ground among the affluent classes, -t. 

(//) None that is perceptible. 

(Hi) Lawyers, officials and merchants. The payment of Govern- 
ment servants and bank employees above Rs, 100 by cheques is a good 
idea because it will lead to their opening accounts with banks. 

(iv) The use of vernacular scripts in banking will be of advantage. 

Question 5. (/) Yes. 

(li) Maiiily, to want of education and facilities and lack of surplus 
capital and innate conservatism of llie |)eople and possibly also to 
frequent bank failures resulting in loss of confidence of the ])eople in 
the stability of banks. 

(iit) Propaganda is the only way. It may be conveniently done 
by all touring offi(‘ers, e.g., cinde officers, co-operative ii-.spectors, agri- 
cultural officers and others. 

(iv) To a certain extent it lias fostered the growth of (*a])ita] and 
helped trade and industry by placing capital at their disposal and 
affording facilities for the transmission of money. 


5. 

Mr. J. M. Chatterjee, Senior Deputy Collectori Berhampore 
(Murshidabad district). 

Part I. — Agricultural Credit and Credit Facilities for Cinall industries. 

Question 1. (i) (a) Agriculturists in this district obtain finance 
during cultivation from lo<al mahajans generally by mortgaging lands 
and sometimes on simple bonds. 

(h) From local maliajuns and co-operative societies where they exist, 
but money is seldom spent on such improvements. 

(c) From agricultural loans advanced bv' Government, from local 
mahajans or by sale of a portion of his property. If he fails to secure 
money in any of these ways he borrows money c>n unusually high interest 
from Kabulis. 

{it) The rates of interrest vary in dilferent parts of this district and 
tinder dilferent circumstances according to the nature of security and 
amount borrowed. A lower rate of interest is usually charged on good 
security and large amounts. Eighteen to 37| per cent, per annum is 
the rate of iirterest generally charged hy the mahajans. The security 
given and accepted consists usually of landed property or ornaments. 
Loans taken during cultivation are on condition of repayment after 



ih# harvest. Standing ejops are not irortgaged but dealers in vegefables 
sojnetimes purchase flie standing crops before they are gatbered in. 

It is customary with agriculturists in some parts of this district 
to take grain loans from local maluijans during cultivation and to repay 
it, after tlie harvest, in full with 50 jyer cent interest in grain. Tliis 
system is commoidy known as “baree.” 

It is difficult to give a correct estimate of secured and unsecured loans 
to agriculturists. It can roughly be estimated at 70 and 30 per cent. 
respe(*tively. 

(///) Government plays no part in agricultural finam^e except on 
occasions of scarcity Avlien agricultural loans are advanced at a low late 
of interest. ^ ^ 

Ihe Imperial Bank of India has no branclics and there are no joint- 
stock banks in this district. Co-operative banks exist but they are open 
only to the membei's. Tlieij numbei- is too small for tlie needs of 
agiiculturists. 

The mainstay of the agri('ultiirist are the piofessional money-lender.s 
and zemindars avIio advance loans in grain. Companies dealing in 
feitilisers, etc., liave not yet spread their activities in advancing articles 
on c redit to tlie agri(‘ultuiist in this distri(*t. 

{iv) It is not possilile to make any estimate worth having without 
making detailed enquiries involving a good deal of time and labour. 
T]i(‘ estimates of the Subdivisional <)fH('ers wlrich aie no bettei* titan 
guesswork, vary l)etween 15 or lakhs to a (‘lore for eac h subdivision or 
nearly two crores for the district;. 

(r) The defects are niaiiy. The niaitt defect is tlie high rate of 
interest that has to be pttid to the mahjcjans in the altsem e of adequate 
credit facilitiess. Establishment of co-operative banks in larger numbois 
— (Uie, if i)Ossil)le, in eveiy village — vvitfi large resoirrees is itie jtrincipal 
remedy. But a good deal of propaganda work is necessary to create 
the conditions essential for successful working of the lianks. A more 
widesjuead education will enable agri( ult urisis to take greater advantage 
than they can do now of the results of ag-riiult lira] research in increasing 
the oiitturii of crops by intensive lailtivation ; it niay also make it 
possible for them to pool llieir i-esouK'es and devise means to prevent 
failure of crops owing to uneven (listrilmtiim of rainfall, and generally 
to combine for the purpose of cheapening the cost of agriculture by use 
of labour saving devices. Ibopaganda is also necessary to raise the lone 
and standaid of living while (*r(niting a sense of thrift among tlieni. 

(ri) There is at present no co-ordination except between Government 
and the co-operative banks. 

Question (i) The principal crop- in this distriid are winter pmldy 
niid **chaitalis.'- Tlie mahajaiis who finance llie agriiuilturist in times 
of need liave the first claim on the crops soon after they are harvested. 
l)alals from various important centTes of business resort to villages at 
this time to make house to house purclmsf^s. The inoie solvent among 
agriculturists who are able to hold on for scouetime send tlieir croj) hy 
means of caiis to the subdivisional or district headquarters where tliey 
get a better price and a ready market. 

Most of them are unable to hold up their crops due to pressure 
brought upon them by tlie mahajans and meichants and zemindars to 
wborn, they are perpetually in debt and also to the lUHessity of meeting 
their own wants or for paying for things they have already got on credit.^ 



(ii) Pools and co-operative elforts ha\e a chance of being successful 
Jieie. 

(ni) One scx^iety lias recently been started at Ileldanga in the Sadar 
subdivision for the sale of jute only at present. The society is man&ged 
by an exectuiive comiriittee. There is a paid manager who looks after 
sale and purchase of jute under tlie Registrar, Co-operative Societies. 
The Sale and Supply Society obtains finance by selling shares among the 
people of the Sadar subdivision and members of co-operative societies. 
T'he Central Co-operative Hank advances money on the sliares actually 
sold up to a certain limit. The first effort of the society wull be to 
induce the people to believe in its utility and to sell as many shares as 
IKissible, In tliat case there would be no difficulty about finance. 

(iv) There are at ]>resent no credit facilities during marketing and 
the agriculturist has to sell when the price is the lowest. Co-operative 
sale societies <*ould help liim in getting more tlian he now does at a 
market unfavourable to him by buying up his pioduce and letting him 
share in the profits when it is sold at a more favourable market. 

(v) No. 

iri) (a) and (h) Export and imiiort liades to and from ports are 
generally carried on by big merchants wlio have tirms in Calcutta 
Ihiough their agents. 

(vi) (a) The (‘uliivatois have nothing to do with the import and 
export trade. It is done l)y big me!(*hants having firms in Calcutta 
through their agents or other middletnen. They have no difficulty in 
financing the liusiness. 

(/>) There is peihaps some truth liehind the suggestion, but no facts 
or figures are available. 

If middlemen can be replaced l)y co-opeiative purchase and sale 
societies as liaison bodies between exporters and growers, the latter may 
p»t a better return. The ex])orters will in tliJil case be ( aiefiil to avoid 
indulging in speculation in the confidence that they caii command the 
market. 

(vli) I’here is no ap])areut lack of banking facilities, 

(vili) The existing facilities for internal remittance available to the 
public consist mainly of postal money-orders. In rare cases, hundis or 
cheques are used. 

(/./*) In tlie pieseiil circumstances there is little room for iinjnove- 
ment in the facilities for internal remittance in this district. With 
luimei'ous <*()-o])erative societies spread all over the district, cheques or 
drafts may provide for greater facilities in this direction. 

{,r) So far as is known, negotiable instruments do not play any large 
part in the internal trade of the district except in large centres of trade. 

(xi) No. 

(xri) Hundis in use in this district are either payable on presentation 
or within a fixed period. 

(.viii) Standardised forms would be useful. 

Question 3. (i) The value of the lands per acre varies from Rs. 100 
to Rs. 000 according to the nature of the lands. The value depends 
largely upon the yield of lands. 
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1 ad^y lands are sold for Ks. 150 to Rs. 450 per aci'e ai'cording to 
their quality and dofasli sugarcane and mulbeujy lands at Rs. JUK) to 
Its. 600 per acre. 

,^n) (a), (6) and (c) The above value applies to sales by private iiego- 
itanons. In Government auction sales and c ourt sales the lands do not 
fetch the proj^er value. In revenue sales and in sales by court in exe- 
cution of de<'rees there is always a reluctance to offer any value miK li iii 
excess of the demand and it is only in cases of competition among rival 
purchasers that a fair value is obtained. 

In sales by private negotiation, values are aflwted hy the circ uin. 
stances of the seller and liis ability to wait and command a reasonable 
price. 

Question 4. {i) Xo. 

(//) The new se(*tion of the Bengal Tenancy Art lias limited the 
raiyai’s riglit regarding usulriictuarv mortgages. It is too early yet to 
say how this will iiiffueiu'e llcc credit of agriiultui ists. 

(Hi) There are no long-term ciedit institutions except the co-operative 
banks. The smallness and iragmentation of the agricultural holdings 
stand in the way of establishing these banks as the sec urity of the men 
who are to run the banks is olten inadc»<|uate. 

(rr) None in the district. 

(r) Does not arise. 

(ri) Land mortgage banks either on co-operative principles or financ- 
ed by Exchange banks would meet the situation. 

(vli) (a) Xo. Settlement jecorcls are sufficient for the purpose, 

(//) Xo. 

(c) ^riie Secretary or the Manager of the land mortgage liank should 
be allowed to make reterence to the ^Settlement IfcM-ord ]{oom fiee of cost. 

(viii) (r/), (h) and (c) The working capital may lie derived largely 
from central institutions and also from dejiosits and debenture bonds, 
wliere there are solvent parties willing to invest c apital in them. 

(/.r) Opinion is divided in this matter. It. is better for the del^eiituie 
loans not to carry Government guarantee for either principal or intcMesl. 
The banks will in that ease try to be self-reliant. 

(.c) Does Jiot arise. Vide answer to (or). 

{,ri) With Goveniment guarantee money may be raised at six to seven 
I>er cent, interest and lent out at 12 to 15 ptvi cent. Without Govern- 
nient guarantee the interest must l>e liiglier, i.e., al>oiit <S to K) per 
cent. 

(.rii) Vide answer to (i.r). 

X^il. 

Question 5. (?) Xo. It is not possible to get an aiiproximate estimate 
without a detailed enquiry. 

(n) The estimate can l)e obtained approximately from the stati.stics 
of s\ib-registry offices and by enquijies during census. 

(iit) (a) and (h) X"o reply is necessary. 
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(iv) (a) to (i) A detailed enquiry is neeessiuy. Debts are generally 
ineiirred for items mentioned in (a)] (h), (c) and (d) and occasionallv in 
(e), if) and (g). 

(v) These debts are due mostly to professional moneylenders andl to 
a very limited extent to co-operative societies* 

(vf) The agricultural indebtedness is increasing specially owing to 
occasToniil failure of crops. 

(rif) The Land Tinproveinents Loans A(d of 18(S3 and the 
turists' Loans Act of 1884 meet but little or none of the needs' of the 
agriculturists except in yeais of scarcity and in ( ases of extreme necessity 
and stringency. 

(riii) the measures alieady piovided are sufficient but the 

amounts available cannor touch even a small frai tion ot the chronic 
needs of the agiicultiiiists. 

(nr) Itinerant money-lenders, such as Kabulis» are sufliciently 
numerous in some parts of tlie district. They are growing in iiumbeV 
every year. Their method of work is to advance money on hand-notes 
to agri(riltui*ists and labouiing classes at a very higli rate of interest 
usually two annas jier rupee per month, i.e., InO iier cent, per annum. 
These loans are generally small and for short pei iods. T’hey realise 
their dues with firmness and rigidity. 

(,r) No such instance has come to my persona] notice. 

Ori) TTie Civil Court can give an idea of the extent to which the 
TTsurious lioans Act is availed of generally, but the needj^ people are 
in such (dironic want that despite all that they suffer from their maha- 
jans they cling to them and submit to their (ieiuands in order to be in 
good terms vvitiv them. They cannot afford 1o alienate them l)y (ontest- 
ing their claims in courts. 

Provision of greater facilities for credit by estalilishment of co- 
operative banks is one of the measures wliich might help agriculturists 
to contest numerous demands. 

(;/•//) No such standard late. 

(.r//V) No specific* instance can be given, li is believed that cases are 
not uncommon in which the debtor is made to sign a fresh bond showing 
the prineipal plus the interest on it or to take a smaller amount than 
that mentioned in the bond, tiie dilference being taken as advance 
interest. 

(niiv) Formation of rural co-operative societies and establishment of 
dharma-golas or grain banks fii:anc‘ed by these societies may helx> the 
raiyats in getting j^addy and seeds easily at sowing time. The Agricul- 
tural Department may helj) in the establishment and management of 
these golas. 

(.rr) Fifty per cent, repayable at next haivest. 

(♦rr/) Rates of interest on cash vary between 18 and TTJ per cent, 
according to the nature of the se<*arity. Coinpound interest is not 
generally charged unless there is a stipulation to that effect. The 
inlerest is calculated monthly. If repayment is not ijiade amicably th^ 
protection of the court is sought. 

{,rrii) There are not many sucTi instances in this district. 

'(xriii) Not verj^ marked. 
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Question 6. (j) Except one or two rice mills at Cossimbazar, there 

is no other subsidiary industry in the Sadar subdivision. In the 
Jangipur subdivision there is an extensive lac cultivation. In the 
Lalbagh and Kandi subdivisions there are no subsifliary industries 
allied or supplemental to agriculture except gur-inaking, hand-spin- 
ning, cultivation of mulberry, rearing of silk co(‘ooiis atul growing 
garden-produce on a small scale. 

(ii) Financial facilities and co-operative sale societies may help 
these small industries. 

(m) Estahlishment of cotioii industries, spinning of jute and' 
co(*oanut fibres, hemp, basket-making and wicker work and any other 
local industry may help the peo])1e to supplement their income by 
labour at all seasons: but they are usually so lazy tliat they vould 
rather starve than take to any occupation to earn some extra money. 
Prevalence of malaria prohaldy a<*connts for tl»is lethargy to a certain 
extent. 

(7?*) and (r) Establishment of (‘o-opeiative banks. 

Question 6A. (/) There aiv few s\ich small industries here. 

By funds borrowed from mabajans and to a limited extent by credit 
on mutual confidem e. 

(ii) By bank credits. 

Question 6Bi (i) Day labourers get loan on iredit of future 
service and others on tlieir ])ersonal credit from local njone\ -lenders. 

(ii) Purposes are various — 

(^) Kepayment of pievious debts. 

(h) MaiTiage or funeral ceremonies or other social occasions. 

(r) Litigation, 

(d) FamiiHv^ and other kinds of calamity. 

(e) Payment of land revenue or rent. 

if ) Purchase of land or cattle. 

((/) Family expenses in hard times. 

(h) House buildings and lepairs. 

(7) Improvement of lands and fisheries. 

The only difference between secured and unstniired loans is in tlie 
rate of interest which is gen‘erally higher in tlie latter case. 

There is no joint-stock bank or indigenous bank. The Government 
helps them in times of exti^eine necessity. 

(Hi) There is only a very limited nnniber of co-operative banks. 
They are of real help to them. Rut their number ought to increase 
to provide greater fardlities to them. 

(zr) It is on the increase. 

QuestilHI 7. (i) The local co-operati v/> banks have no connection 

with other banks, there being no rival banks in the district. 

(ii) There is this obvious difficulty, viz., the inability of the debtors 
to pay off their debts within the stipulated time. This hampers the 
work of the co-operative banks which have limited resouices. 

(iii) It is difficult to make an approximate ‘estimate. The capital 
required would depend upon the normal indebtedness of the population 
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-which cannot be calculated with any accuracy without elaborate 
enquiries. The estimates given by the Subdivisioiial Officers amount 
to over 26 lakhs, but this is mere guesswork. 

(tv) and 0>) No. 

(vi) The granting of the concessions mentioned in the question is 
likely to stimulate tlie growth of the co-operative movement, 

Questian 7A. (/) No, Central banks had better be (‘onteiit with 

financing rural societies which fum tion in areas where this j)rc)!)Iein 
of indebtedness is more accute tlian at the headquarters of central 
banks. 

(ii) Yes; provided theie are sufficient safeguards against loss of 
-capital. 

(/V/) There are no joint-stock liaiiks heie : inter -lendiiig b.^tween 
co-operative societies and joint-stock hanks may be desirable if security 
is sound. 

(Ir) \"ide answer to (///), there are no l)anks here. 

(r) The co-operative central l?anks are not iu a ]>osition now to 
undertake the woi-k unless the provisions of the Co-o])erative Societies 
Act are amended for the purpose. 

Question 7Bm (i) No a])preciable effe<d lias been noticed on the 
prevailing rates of interest by the establishment of l o-op uative 
aocieties in rural areas as tliey are few in number and thei}- resouices 
are quite inadexjuate to meet actual needs. 

(?/) Not to any appreciable extent. No coinuate instance can be 
citx'd. 

(iii) Illiteracy among the masses, shortness of tlie funds of the 
co-operative societies, never-ending lialiility of agricuilturists to the 
niahajans and joint and seve?*al liabilities of the members under the 
Cn-(rpe]-titive Societies Act. 

Part I A.— Loan Offices and iloint-stock Banks in the Mufassal. 

Question 1. (a), ih) and ((’) Tliere is only one bank named the 

Berhainpore Bank, liimited, situated at the district headquarters. 

Question 2. (a) to (c) Not known. 

Question 3« (/) From five to seven and half pc'r cent. 

(ii) From three to five years. 

Question 4« (a) to (/) Not known. 

Question 5» (/) Tliere is no fixed period for which loans are 

gi-anted. They are grantesd for various purposes and no standard has 
been fixed. The rate of interest charged varies from 12 to 16 per cent. 

(ii) Geneially, compound interest is charged if the loan is not 
repaid within the fixed time and the interest so accrued is added to tlia 
prinxdpal. 

(m) No. 

(iv) liOans are given for a fixed period in the majority of cases 
Mtd legal steps are taken when the loan is about to be timeTbarred. 
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Quflstion 6> (/') Yes, on mortgage deeds. 

(li) I doubt if sucb institutions oau serve the interest of agricul- 
turists better as their resources are very limited and they do not lend 
inoH'&y to cultivators except on approved and good securities. 

Question 7. (i) Not known. 

(ii) Lack of sufficient money, want of enterprise and reluctance 
to advance money when ther? is an element of risk. 

QuOStion 8. (/) and (ii) Not known. 

Question 9. (?t Not known. 

(ii) Yes. 

Question lOi Exti-eiuely desirable. 

Question lli No suggestion. 

Question 12. No. 

Part II.— Indigenous Banking. 

Questions 1 to 12. Tli/M*e is no indioenmis hank in Uiis disiriot. 


Part III. — Investment Habit and Attraction of Capital. 

Question 1. (I) Tlie existing- hanking jesources in this distritd, 

besides the (o-ojierative hanks and the Beihanipni* liank, I>iinih‘d, are 
the savings of middle elass jieople ami tlie capital inv.\sted hy 
niahajans. 

(/V) No. 

(in) The means or institutions for eiicoinag i ijg savings and invcLst- 
ment ha hit are — 

(a) Post Oflice Savings Banks and (kish Pei tificates. 

(//) (Tovernment securities and Provident Fuml. 

ic) (hi-operative and other Banks. 

({1) Pui chase of shares, etc. 

(e) Mouev-lending business. 

(/) Pur<‘liasing lands with .surplus money. 

(iv) Yes. 

(v) Yes, by means of propaganda work and hy ed mating peopih* to 
cultivate the habit of thrift, ami extension of ]h>st Oltit e Savings ]$anks. 

(vt) Nothing in particular except that savings of well-to-do middle 
class people ai\^ occasionally' invested in ornaments for the ladies of 
the household. 

Questiim 2. (/) Y’'es, to .some extent. The Pash Pei tificates (*an be 

made more popular by increasing the rate of inteiest and by reducing 
the period after which repay^ment can lie made with inteiest fioin one 
,vear to three months. 

(ii) Yes. 
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(in) Yes, but g-anerally to middle class people. 

(iv) Generally middle class people. 

( 7 ;) Higher rate of interest Avill perhaps attract the landlord and 
mahajan class. Illiterate j)eople can be attracted by propaganda work 
and by distributing leaflets for the purpose. 

(vi) There is no competition of the kind. Those who Idok for sound 
security purchase Cash Certificates and those who look for more interest 
depo.sit th'.^ir money in co-operative banks. 

Question 3i (i) Nothing in particular. Goveinment securities 
attract but a few. The time is yet far off when sjiiall agriculturists 
will take up Government securities. The reason why poor people and 
women fight shy of them is deduction of income-tax at the source. 
Refunds are rather difficult for them to get. 

(»/) None in use in this district. 

(ill) The moneys that come into thy hands of middle (*lass people 
or agri<-ulturists by sale of produce or through any other cause are 
mostly spent in repayment of earlier debts, payment of rents and in 
meeting ordinary necessaries of life and also in litigation. Those 
who can afford to save something .invest the same in purchasing lands 
or in lending on interest. 

(iv) Yes. The faraners lend money or paddy to fellow-agricul- 
turists on interest varying from 12 to 50 pet cent. Paddy is lent 
getter-ally on condition of repayment at the next harvest. 

In pro.sperous years they invest surplus nionev in prrrchasino- lands, 
cattle, etc. 

Question 4. (i) The checiue system is vtnknown to many people in 

this district. The cheques ar? irsed only by local bodies, moneyed 
men and big rnerTliants who have transaction with bank. 

(ii) Nothing in particular in this district. 

. (Hi) Cheques are used by local bodies, moneyed men and big 
mei-cbants as stated alrove in answer to Question 4 (/). It would be 
desirable to prormrte the cheque habit by payment of dues above Rs. 200 
by clietiue but this is possible otrly where there ai-e banks or agencies 
to (arsh cheques. 

(/r) No. 

Question 5. (r) The bankirrg habit is of slow growth; the habit 

of investment in some shape or- other- wa.s always there but resources 
have dwindled and the aver-age raiyat has not much to inve.st. 

(ii) Want of banking fac ilities and education and also low economic 
condition of the people generally. 

(iii) Capital, wh'ere available, is shy of undertakings w-hich do not 
carr-y any Government guarantee, because of a want of confidence, due 
to various causes, irr the promoters of such undertaking. Propaganda 
by Government is likely to overcome this shyness if the undertakings 
can demonstrated to be pi-oductive and profitable. 

(ir) No branch of the Imperial Bank of India has been opened in 
this district. But I think the opening of its branches at other p'lacea 
has produced a good result. 
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e. 

Mr. D. L. Dey, Sadar Bubdi visional Offloeri Berhampore. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (/) (a) The Ag*riculturi.st ohtams fiivaiice for expenses 

during* eultivatioij by borrowing* inoiiey from loeal maliajaivs. 

(/>) Nothing: is usually spent on this head for lack of money ami 
want of initiative. 

(r) In ease of failure of monsoon or of flood, wdien there is scarcity, 
Government generally advaiu*e loans to the cultivators undei* the 
Agriculturists’ Loans Act, In other cases, the cultivators resoit to lo(‘al 
mahajans for money. 

(//) The rates of interest vary in diftereiit parts of this subdivision 
and under different cii'ciimstaiices ; usually it is 2 i)ice per rupee per 
mouth. AVheii there was a failure of crops in 1927-28, the rate charged 
was one anna per ru])ee per montln The period for wliich loans are 
taken is generally between one agricultural season and another. 
Generally, mortgage of lands and homestead is accepted as security 
for such loans. 

Tlnsecured loans are rarely given. Tlie perc’entages of secured and 
unsecured loans are respectively, roughly speaking, 70 per (‘ent. and 
30 per cent, in this subdivision. 

{Hi) No other organivsatioiis except rural (‘o-operative banks, pro- 
fessional money-lenders and dealers play any part in agricultmul 
finance. Tlie members of rural co-operative banks take loan l)efore 
the (‘omrneiicement of the agricultural season from tliese banks. IJate 
of interest for sucli loans is T2A per (*ent. Professioiuil iiionev-Ienders 
advance loans on mortgages. Dealers generally giAe advances (Dathut) 
to cultivators, the stipulation being* that the prnducc of the lands will l>e 
sold to such dealers at a fixed rate. These dealers also charge intercut 
on these advaij(‘es but the rate is lowei* than in the t ase of professional 
money-lendei's. Cultivatois, however, ])refer the money-lendci s to 
these dealers because they do not want to sell their ])rotluci at a fixed 
price. 

(/r) Roughly speaking, about 15 to 2i) lakhs of rupees will be 
required for agricultural improA*emeiits and to eliminatt^ professional 
money-lenders in my subdivision. 

(v) There are variou.s defects. In my opinion the crying need is in 
eliminate the professional money-lenders and to augment the funds of 
rural co-operatiA’e banks and to establish wsuch banks in large munliers. 
In the piesent state of things rural banks do not advance loans to ikjii- 
members. Thus the pers{)ns avIio are too pool* to become inerii])ers do 
not get any help from these banks. Some system of fimincial aid 
should be devised for the very poorest. 

(vi) There is at present no co-ordination. 

Question 2. — (/) Farias (middlemen) and Dalals go to Aullages wlien 
a crop is harvested and purchase the crop at a low rate. Those tlmt 
have taken Dadans sell it to their inahajans. Others take it to tlie 
principal markets of the subdivision for selling their })roduce. 

The cultivators are unable to hold up their crops for a better price. 
The principal- reason for this is lack of moneyg As soon as a crop is 
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liarvested, the goniasta, the iiiahajan, money-lenders all put pressure 
on the (‘iiltivators to pay up their dues and it is thus impossible for 
cultivators to wait for better opportunities. 

(ii) Co-operative effort is sure to play an important part in market- 
in^ij* pjoduce. 

(///) A Jute Sale and Supply Society on co-operative principle ha^ 
recently })een started at Beldaiiga. The present intention is to deal in 
jute only, hut as soon as funds permit it will deal in other prod\i<*es, 
i.e., in paddy and rabi croj)s. The present Sale and Supply Society at 
Beldant>a is managed by an executive committee, of wliitdi the 
Maharaja of Cossimbazar is the Chairman and the Sadar Subdivisional 
Offtcen is the Deputy (Chairman, others being* non-officials. There is 
a pai<l ^Manager who looks after the sale and ])iirchase of jute uiidei 
the llegistiar of Co-operative Societies. The Sale aiul Supply Society 
obtains finance by selling shares among the people of this subdivision 
and members of co-operative scK-ieties. The (.Central (k)-o]>erative Bank 
advatn es money on the shares actually sold, up to a certain limit. > Our 
first effort will l)e to induce the ])eo])le to l)eli(‘ve in the utility (‘f these 
sale and su])plv societies and to sell as many shares a< ])Ossi))le. in 
that (‘ase there will be no difficulty about finance. 

(/r) There are at present no ciedit facilities. I am of opinion 
unless Joint Stock Banks agree to give credit, nothing can (>c done. 

(ri) iff) and ( //) (fenorally, the merchants who pur(‘hase tin* prodiU‘C 
locally sell it to (hil(‘utta firms. Other merchants biing the things 
retjuired in villages from Calcutta and scdl it to sh<)])keepers in villages. 
Marwaii uK'rctiants, who have firms in Calccitta, have the import and 
export business of this subdivision under (‘ontrol. 

(ri) ((/) The local cultivators have no hand in the import and 
export trade. It is done by Marwaii merf-hants having firms in 
Calcutta. 

(ri) ih) Formation of (*(Ho})erati ve sale and sup])ly societies is 
desiralile. 

(rii) T am of opinion that the lack of banking fa ■iiilies is due 
entirely to a short sighted ])olicy and indifference to the importance of 
jm]>roviTig the wedfare of the actual cultivator liy Joint Stock Banks 
in India. 

(/*///) Almost nil. 

(7>) As previously slated in reply to Question 2 (/r), I do not think 
tliat in s])ite of the co-ojierative credit Jiiovement tliere can be anv 
very great improA’ement in the condition of the actual cultivatijrs 
unless tile Imperial Bank of India and other large Banks are prepared 
to finance Indian agriculture either directly or through subordinate 
organisations, 

(.r) to ( nr) I have not been able to gather sufficient details to answer 
these questions adequately. 

Question 3. (/) The value of lauds ])er aivre varies from Ks. 100 

to Ks. 200 in this subdivision. 

(//) 1a)w fertility and lack of irrigation facilities are the principal 
causes for the low value of the lands — 

Rs. 100 per acre. 

(h) Rs. 100 per acre. 

i^') Rs. 100 to Rs. 200 per acre. 
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QlliStHtti (?) No. 

(//) No change is noticeable. 

(Hi) Very largely — as obviously fractional holdings are inadequate 
security. 
iiv) No. 

(ri) Mortgage banks on co-operative ]>rinci])les would meet the 
situation. 

ird) in) No. 

(rd) (h) No. 

(rd) (r) No. 

(rid) AVorking capital of proposed mortgage banks should be 
derived largely from central institutions. 

(/./“) No, 

(,rd) Yes. 

{.ru'/i No other suggestion. 

Question 5, (/) No. 

id) Tlic eslimale can l)e o>>iained with reasonable accuracy* if steps 
are taken during the coming census opei'ation. 

{ r) The del)t is largely due to ju’ofessional money-lenders. 
ivi) It is increasing. 

ird) During tlie time of distress, (irovernment generally advances 
Agricultural loans and Tiaml lni])rove!nent loans. 
irid) J^rcscut measures are sufliiiently piompt. 

(i,i:) l{e(‘ently Kahulis are coming in large numla^rs to tlie villages. 
They advance immey on Jiandwoles and the rate charged is as liig’h as 
2 annas in the rujiee per month. Sometimes, generally they a<i\aiice 
inon(‘y for shoit periods. 

l,r) No. 

or/) Not to any appreciable extent. 

(jid) It is just possitde, 

(.r/r) Formation of rural co-»)perative societies. 

err) For one //ov of j)addy, the cultivator lias to ])ay lA Bis in tiie 
next year. 

i.rri) If |)addy loans are not paid rip within stipulated time, 

then a pi'oimte or other document nu the liasis (vf the money \ai»’e 
of the paddy stipulated is executed. 

{xvii) Yes. 

(xvid) Yes. 

Question 6. (/) Fxcept one or two rice mills in (he town at Go'-siin- 

bazar, there is no other subsidiary industry anywhere. 

id) The formation of subsidiary industries is only possible through 
educaition and propaganda. 

(///) The estublishineiit of cottage industries. 

iir) It is impossible to raise e<apital locally in villages. Banks 
generally niu<l take up the financing of those industries. 

iv) Exchange Banks. 
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Question 6A, (?) There are no such small imlustries in this sub- 
division. 

Question 7# (/) There is no <y)-operation at present. 

(ii) The obvious difficulty is the inability of the debtors to pay up 
their debts within the stipulated time. 

{Hi) About 5 to (5 lakhs of rupees in a rough estimate for this 
-eubdivision. 

{iv) None. 

{vi) The granting of such financial concession to stimulate the 
.growtli of the co-operative movement is desiral>le. 

Question 7A« (i) Yes, on approved securities. 

(//) Yes. 

{Hi) Yes. 

{iv) None at present — and this is a most undesirable state of things. 

(r) Tlie law" W"ill have to be amended before the central co-oj)erative 
banks take uj) work of Ihis nature. 

QueiStion ,7B. (?) No ax>preciable effect, as the funds laid out by 

.■co-oi)erative credit societies are not siittiiiently large for tlie needs 
x>{ this subdivision. 

{ii) \i^ry little. 

{in) Dearth of Funds. 


Part I A* — Loan Offices and Joint-stock Banks in the Mufassal. 

Question {a) and {h) Berliampore Bank, liimited. 

(c) None in the Sadar Subdivision. 

Question 3. H) From 5 per cent, to 7h |)cr ( ent. 

(?/) From r) to 5 years. 

Question S. (i) Periods for wdiich loans aie given are not fixed. 
Loans are taken for various ])urposes and tliere is no standard fixed 
for the granting of such loans. The only crileriou is that the persons 
taking the loans aie solvent and suitable security is given. 

(//) (xenerally compound interest is (vharged if the loan is not 
repaid Avithin the fixed time. In that case the interest accrued so far 
is added to the principal. 

(Hi) No. 

(iv) III the majority of cases, a time is fixed for repayment of the 
loans.. Help of the Civil Court is taken if the loan becomes overdue and 
the security or liandnote is going to be time-barred. 

Question 6. (?) These institutions lend money to agriculturists only 

on mortgages. 

(u) Little purpose can be served by these Banks as they are not 
willing to lend money to cultivators except on approved "and good 
securities, which the majority of them are unable to furnish. 

Question 7. (?) These institutions sometimes advance money to 

traders and shopkeepers to clear their bills. 
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(it) Lack of sufficient money, want of enterprise and reluctance to 
advance money when there is an element of risk. 

Question 9, (//) Yes. 

Question 10. Extremely desirable. 

Question 12. No 

Part II.— indigenous Banking. 

There are no indig-eiious banks in existence in Sadar Subdivision. 


Part III. — investment Habit and Attraction of Capital. 

Question 1. (/) Co-operative Bunk and Beihainpore Loan Oflice. 

There are no other bank^ in this subdivision. 

(Hi) Postal Savings Banks and Co-oj)erative Banks, Government 
Securities and various Stocks and Shares. 

(ir) and ( r) Yes, but it is extremely desirable to revert to the former 
rate of interest, namely, 6 per cent, for Postal Cash Certificates, wliich 
will be very popular in tliat case. Propaf?aiida and maajn educa^ 
tion are nei'essary to stimulate the habit of thrift amoiij^: the culti\a- 
tors. Three or 4 years ag'o, ^^hen the cultivators got very g(»od price for 
jute, \vhi(‘h sold at Its. 18 to Rs. 22 per maund, they amassed a decent 
surplus in many cases after paying off their dues» Imt instead of invest- 
ing the surplus for rainy days, they spent it in buying cheap luxuries. 
In normal years, the cultivators hardly have any surplus, after 
paying their dues, for investment. In bad years, they are invohed 
in large debts. 

(vi) With the introduction of banking facilities, jieople do not 
hoard gold or silver except by ])reparing ornaments which is not on a 
very extravagant scale. The ]ieoj)le arc also averse to hoarding owing 
to fear of dacoits. 

Question 2. (/) and (in At present not very popular, as the 

interest is low. The rate of interest may be raised to G per cent, to 
make it popular again, 

(Hi) Yes, but the rate for deposits require change. 

(r) The middle classes. Raising the rate of interest. 

Question 3. (r) Under the present circumstances, it is impossilde 

for small agriculturists to invest any inone^^ in Goveinment .security. 

(//) None in use here. 

(Hi) As I have already stated in reply to question 1. 

(iv and v) The ordinary cultivators liardly have any surjilus tor 
investment after meeting their dues. Those that are fortunate, and 
their number is almost limited, invest the surplus money in buying 
lands or in money-lending busiiie.ss. This also refers to the middle 
classes generally. 

(v) The farmers are hardly in a position to lend to fellow agricul- 
turists. For prosperous years, please see my reply to question 1 
(ti; and v). 


5 
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Qmstion 4t (i and f'l) The cheque habit is being more and more 
popular every day, particularly as since last year cheques need not 
any longer be stamped. 

(iii) Rich people and merchants and traders. Not necessary. 

(iv) Not necessary, as it will complicate matters. 

Question 5. (i) Yes. 

(ii) Want of banking facilities and education, 

(Hi) Propaganda and education. 

(iv) There is no bi’anch of the Imperial Bank in this district. 


7. 

Khan Bahadur Mauivi Abu Ali Muhammad Chaudhuri, Subdivisional 
Officer, Kandi, district Murshidabad. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (i) (a), (h) and (c) Generally the agriculturist class of 
the Kandi subdivision have to look to the local maliajans foi- obtaining 
finance for the purposes mentioned in the que.stion. Sometimes the 
Government issues agricultural loans in the years of scarcity. And a 
limited percentage is financed by the Co-operative Societies. 

<ii) With the inahajans the rate of interest generally vaiie.s fr(»m 
18 pej' cent. ])er annum to 37^ I»er cent, per annum according to the 
nature of the security offered ami the amount of the loan taken — good 
security and big amount carrying' smallei' rates of interest. No special 
attention is paid to the length of time for which the loans are taken at 
the time of issuing loans. It generally de}>ends upon the good feeling 
betueen the parties and the nature of secuiity. In rare cases intere.st 
in excess of d7A per cent, per annum is charged. The nature of 
securities given and accepted is also different — landed property and 
ornaments being the chief among them, and in some cases standing 
crop ami othei' moveahle j>roperties. To solvent x>artie.s loans are also 
advanced on luomissory notes without any security. 

In cases of Government agricultural loans it lias been seen that 
loans are advanced to agriculturists at an interest of 0] per cent, peu' 
annum without aiiy security but adopting a procedure very similar to 
the unlimited liability of Co-ojrerative Rural Societies. 

Co-operative Rural Societies advaiu-e to its members only at an 
interest of 12^ per cent, per annum on loans for one year and 15 per 
cent., per annum on loans for 3 years. 

It is difficult to ascertain the percentages of secured and unsecured 
loans but the percentage of the latter to agriculturists of this subdivision 
can be said to be negligible. 

(Hi) Govermnent plays little or no part in agricultui-al finance, ite 
advances being made on special occasions like scarcity. 

Imperial Bank of India, Joint Stock Banks, Indigenous Banks and 
ba tilers. — There are no such imstitutions in this subdivision. 

Co-operative Banks advance loans generally at the time of cultiva- 
tion and the part played by them is not inconsiderable though limited 
to the members only. 
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Profesnojial money-lenders, — There is no distinct class of ]U‘ofeft- 
eional money-lenders in this subdivision. But there are people who invest 
their surplus savingrs and are the mainstay of the people outside the 
co-operative moyement. In oases of necessity the members of Co- 
operative Societies also have to look to them for finance. 

Merchants and dealers carrj" on money-lending' business along with 
their own business. 

Organisations ^e,g ,, companies dealing in fertilisers play no part here. 

(tv) Not x>ossible. 

(r) Excepting Co-ojierative Banks there is no regular system of 
financing agriculture in this Subdivision but this is limited to the 
members only. Extensive capital may remedy this defect. 

(ri) No such co-ordination exists. 

Question 2. — (i) ^\’inter rice is the principal croj) of this subdivision. 
(1) In uiihuslced state it is jjurchased by the buyers by sending agents 
to the agri(*ulturists. (2) A ])ortioii is sold by the agriculturists to the 
neighbouring mill owners. 

In its husked state ihat is when made into rice by the agriculturists 
themselves, they aie sent to the marts of the subdi visional and the 
district headquarters and also to other important trade centres where 
they get a ready market. This is the main way of disposing of the 
crop. 

The economic condition of the agriculturists oftentime forces them 
to sell off generally at the disadvantageous market. They cannot hold 
up their crop for bettei* })ri<^e. 

(//) There is much scope here of forming j)ools and co-o])erative 
efforts for marketing the pioduce. 

{iri'i to (rii) These questions do not a]>ply in this snhdivisiuii. 

i riii) Excepting the postal icmiitance tlnu'c is no othej* facility for 
internal remittance available to the public. 

(or) This question does not arise. 

(x) to (,v.t) These questions do not ax)ply. 

Question 3. — </) Subdivision Kandi. 

Paddy lantls Its. 150 to lls. 450 per acre according to the quality 
of lands. 

Lands yielding aus paddy and rabi crot)s, etc., Rs. 'iOO to Ks. tiOG 
per acre. 

Sugarcane, mull)eiiy lands Ks. 000 to Rs. (500 })er acie. 

{ii) {a), {b) and (c) The above values are ol)tainable in private nego- 
tiations. The value of the crops determine.s the value of lands. The 
lands do not fetch their proper value in Government auction sales and 
Courts sales for want of bidders. In revenue sales and in sales by 
Court decrees the bidders seldom bid more than 10 to 15 times the gross 
assets of the property. In purchases by private negotiation th'3 price 
goes up to 20 times the assets according to the nature and circumstance 
of the property. 

Question 4. — (/) and (ii) There is no other legal impedime-nt, to our 
knowledge, to mortgage of lands and agricultural holdings excepting 
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the new section 26G of the Bengal Tenancy Act which has limited the 
raiyats' right to give usufructuary mortg;age in lieu of interest and also 
usufructuary moilgage for indefinite period. This also has affected the 
credit of agriculturists. 

(m; The smallness and fragmentation of agricultural holdings have 
not as yet stood in the wuy of raising funds in this subdivision and it 
is hoped that they may not si and in the way of establishing long term 
credit institutions. 

(iv) There is no such long term credit institutions in this subdivision. 

(v) Does not arise. 

(vi) The local people are generally averse to disclose their indebted- 
ness to pei'soiis other than those whom they know life-long. They are 
also unwilling to go to any sort of banking firms for borrowing money. 
It was also seen during famine and scarcity time that people prefer to 
go to local mahajaTis for loans on high interest than to come to Govern- 
inent for loans under Agriculturists’ Loans Act wliicli bear a very low 
rate of interest. As such, establishment of any bank will not flourish. 

(rii) to (ivHi) Do not arise. 

Question 5. — (?) Not possible. 

(it) The only means is to collect statistics from the local Sub- 
Registrar’s ofti(‘e and to compile figure therefrom. This will give a 
general idea and not an accurate one. 

(iii) (a) and (h) The amount of debt is mostly on land security and 
they are generally registered. Debts against any other assets all on 
general security without a specific* pledge are seldom met with. 

{iv) Debts are generally incurred for items mentioned in (^/), (7;), (c) 
and (d) and oc(*asionally for those in (c) and (/). 

(r) These debts are mostly due to professional money-lenders and 
8el(h>m to Co-operative Societies. 

(vi) The general view' is that owning to constant failuie of crops, the 
agricultural indebtedness in this locality has a tendency to increase. 

(vii) Ex(*epting in the time of scaivity, practically no attempt is 
made to meet the needs by the Acts in question. 

(viii) Does not arise — vide answer to question 4 (r?). 

(hr) Itinerant money-lenders, such as Kabulis, are to be found in 
this part of the country in sufficient number since the last scarcity year 
WM B. S. They invest money generally among the agricultural and 
the labouring classes and in good many cases amongst middle class 
people. They have established a flourishing money-lending business 
here. The rate of interest charged is as. 2 per rupee per month, i.e., 
150 per cent, per annum. Money is advanced on pro notes which are 
generally printed in English and the money is made payable at various 
planes. Money is realised by the agent of the lenders oftentimes with 
t;ei;tain rigidity. 

(ir)i No concrete example can be cited. 

, The Usurious Loans Act is applied in good number of cases and 
belief granted. Nothing to suggest. 

(;ru) No such standard rate. 
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No specific instance can be given* The debtors soiuetimes 
take the plea of part payment of the interest as well as of the princdpal 
in courts but they cannot always substantiate the plea. 

Lriv) Organisations snch as Co-operative Dharmagolas will meet the 
purpose. 

(^v) Generally 50 per cent, over the amount of paddy advanced is 
charged provided the debt is paid off wdien the next ciX)p is harvested, 
failing which, compound interest at the rate of 50 per cent, is charged. 
These paddy loans are always paid in kind and very seldom in its 
money value. 

(.rrO In money loans 25 to 37 A per cent, per annum is the nojinal 
rate of interest. Compound interests are not generally charged if the 
payment is made within the stipulated period. In cases of default 
resort to Civil Courts is the only method for enforcing the luiyment. 

i,rvii) iSuch instances are o<*casional. In majority of the cases both 
the creditors and the debtors are agriculturists. liandlords are not 
generally the money-lenders. 

{,rriii) Agri(‘ultiiral ventures are practically unknown in this sub- 
division. The primitive method of tilling the soil and of fertilising 
with the cow-dung manure or with the silts of old dried up tanks are Uie 
prot'esses still in vogue with the agricultuj ist money-lenders or with 
the poor (Miltivator debtor. So any deterioiaticn or improvement in 
the cultivation of the soil or of the growing of the produce is not 
applicable here. 

Question 6t — (/) Nothing properly so called. 

(ii) Does not arise. 

{lii) to (r) Cocoon rearing on a large scale which was oiu^e a flourish- 
ing business here and which art is known to almost all the cultivators 
may be suggested as a remedy. But owing fo introduction of artifirdal 
silk which is selling at a cheaper rate and which has piactically captured 
the market this inriigenous industry is gradually dying out. Any 
means to stop this influx of these artificial silk will iudire(‘tly act as an 
incentive to revive this decaying trade. No other particular form of 
financing is needed at piesent. 

Question 6A. — (?) Small industries such as conch shell itidustry, 
bellrnetal industry, etc., are private eiiter|)i ises now. 

{ii) Not necessary now. 

Question 6B« — (i) No other facilities except resort to local mahajans. 

{ii) Purposes are various. 

(a) Repayment of earlier debts. 

(b) Marriage and other social occasions. 

(c) Litigation. 

(d) Famine and other kinds of di.stre.ss. 

(e) Payment of land revenue or rent. 

(/) Purchase of implements for their special trade. 

(ff) House Vmilding and repairs. 



70 


The rate of interest varies between 24 to 37 per cent* per annum. 

Practically there is no difference between secured ar.d ai*5ecured 
loans. 

iiii) The co-operative banks only are in some cases helping them. 
Kstablishment of more co-operative banks may provide help to a larger 
extent to these people. 

{iv) There is a tendency to the increase of indebtedness among these 
classes of people. 

Question 7. — (i) There are no other rival banks in the locality. 

(n) Difficulties : — 

(a) Its. 250 limit. Increase may be made with the permission of 
the Central Bank which it is very loth to make. 

(h) Co-operative banks involve cumbrous procedure. 
ic) The Central tinaiu*ing organisation do not always come up to 
their needs. 

(in) There are at pre=?ent 120 co-operative societies, with an average 
working c,ax)ital of Its. 1,200 each. It may be fairly guessed that 
230 more societies may be fr)nned and the condition of the present 
society should also l)e improved. So the extra (‘apital re<iuired would 
be (230 X 2,000) and 120 x 300) that is Its. 5,50,000 on the whole. 

(iv) and (r) No. 

(vi) There is room enough fo]‘ granting further cou(‘essions as 
suggested in the question in order to stinuilaie tlie growth of the co- 
o i)era 1 i v e m o ve in e n t . 

Question 7 A. — (i) It is desirable that Co-operative Cential Banks 
should lie permitted to grant loans to individual members and depositors. 
It will have tlie effect of popularising the co-operative societies in rural 
areas. 

‘ (ii) It is desirable to enlarge the scope for the investment of funds 
of co-operative societies and to relax the lestrictions. 

(///) Free interlending of funds between co-operative societies and 
other banks and loan offices should be introduced. 

(iv) Nothing in jiarticular. 

(r) The local cential bank is not yet in a position to undertake such 
banking busiiiess. 

Question 7B. — (/) In Jilaces %vheie co-operative societies have been 
opened in rural areas it has the effect of rescuing to some extent the 
agriculturists from the ever increasing lialiility to the local niahajans 
and has also saved them from alienating their lands to those ereedv 
mahajaus. 

(ii) As the funds at the command of the local co-operative societies 
are A^ery limited, they have not been able to replace the professional 
mon^-leinders to any considerable extent. No concrete example can 
be cited. 

(iri) The factors that operate against the rapid spread of co-opera- 
tive banks in rural areas are — 

(a) Illiteracy of the masses. 

{b} Shortness of the fund of the co-operative banks. 
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<c) Never-encliug liability of the agriculturists to the mahajans. 

id) Joint and several liability of the members under the Co* 
operative Societies Act. 


Part I A. — Loan Offices and Joint Stock Banks in the Mufassal. 

Question 1. — («), (h) and (c) There are no other I.oan Offices or 
Banks in this subdivision except the Co-operative Societies. 


Part II. — Indigenous Banking. 

Questions in this section cannot he answered as there is no such 
organisation in this subdivision as indigenous banking as suggested by 
the definition. 


Part ill. — Investment Habit and Attraction of Capital. 

Question 1. — (i) Existing banking resources iu this subdivision are ; — 

(f7) Saving-; of middle class peo]>le. 

ih) Capital invested by niahajans. 

(u) No, 

(iH) The means or institutions for encouragement of savings aT[>d 
investment habit are — 

ia) Post Ofliice Savings Bank. 

(//) Government liOans. 

(c) I)e|)osits in the co-operative banks, 

{(1) Loans to co-villagejs. 

(iv) There is much 8<‘ope for providing facilities for investment. 

(v) The existing facilities may be improved and extended in the 
einaller interior places by — 

(а) Extension of Post Office Savings Bank. 

(б) Increasing the rate of interest. 

(vi) Nothing in particular excepting the habit of making ornaments 
which, besides being abides of luxury and \^anity, are regarded useful 
in some quarters for easy means of raising loans in cases of need. 

Question 2. — (?) and (ii) These two clauses may be answered 
together. Postal Cash Certificates are populai* to a degree. They can 
be made more bo: — 

(a) By raising the rate of interest. 

(h) By reducing the initial period of one year for ivhich no retiiiA 
is paid. 
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(Hi) Vide ajiswer to question 1 (v) of this section. 

(n?) Qlnerally middle class people. 

(r) Higher rate of interest will perhaps attract the landlord and the 
mahajan class. Illiteracy of the agricultural class stands in the way 
of their coming to invest their surplus in these banks. 

(vi) Those who look for more security of their capital invest in 
Postal Cash Certificates and those who look for a higher rate of interest 
with a certain sense of security lay out in Co-operative Societies, the 
only banking institutions in the locality. 

Question 3. — (i) and (if) Nothing in particular. 

(rii) The agricultural and middle class people are generally impro- 
vident. The money which (*omes into their hands by sale of produce 
or through any other cause are mostly spent in repayment of earlier 
debts, payment of rent and in litigation. In case of any surplus they 
invest it in small loans to the co-villagers. 

(ir) Farmers generally lend paddy to fellow-agriculturists at an 
interest varying from 25 per cent, to 50 i)er cent, on condition of repay- 
ment at the next harvest. 

Question 4 » — (/) The cheque system is altogether unknown in this 
subdivision. 

(li) and (tit) Do not arise. 

(ir) It is understood that the co-operative banks use vernacular 
scripts in all alfairs but they use English scripts in the checjiie sj^stem 
trheneve:C they exist along with other banks. 

To the majority of population the English scripts being unfamiliar 
there may l>e some prejudice against them. The vernacular scripts 
may be used with greater advantage if adopted at least as an alternative 
me^isure. 

Question 5. — (/) The banking and investment habit of the people 
of India in general (*an be said to be of very slow growth. This fact 
will be corroborated bv the small proportion of the number of banka 
established to the iuimV>er of population. 

(fi) The causes to which this slow growth of banking habit in the 
people may be attributed at least in this subdivision seem to be the 
following : — 

(a) Lack of general education. 

(ft) The generally low economic condition of the people due greatly 
to want of adequate and cheaper financing. 

(Hi) The idea of educating the people of the subdivision to invest 
their savings in productive undertakings, e.g., propaganda by Gbvern- 
ment in regnnl to Government loans for capital expenditure, etc., ie 
only feasible when there will be spread of geneml education in tli# 
country. 

,Mtr) No branch of the Imperial Bank of India has been opened in 
subditisiofl. 
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8 . 

Mr, Charu Chandra Gupta, Subdivisional Officer, Jangipur 

(Murshidabad). 

Part I. — Agricultural Credit and Credit Facilities for Small Industries* 

Question 1. (?) (a) (h) (c) From local maliajans — sometitues on simple 
bonds, but generally on mortgage of land. There are some rural co- 
operatiTe banks but they are only a drop in the ocean. 

iii) Rate of interest varies from 12 per cent* to 50 per cent. Loans 
are generally taken during the period from April to November, to be 
paid in January and February. Generally lands are mortgaged. 
Crops are not mortgaged, but are held out as the prospective means^ 
by which repayment would be made. 

. {iii) Only a very few Co-operative Banks. No other Bank or 
merchant or dealers or any other organisations take part in financing 
local agriculture. Tt is only the local money-lenders who do this. 

Hr) {(H For expenses during cultivation, Its. 40,00,000, for the wholo 
of the dangipur subdivision. 

(//) For (‘apital and permanent improvements, Its. 20,00,00(>. 

(c) For failure of monsoons, etc., Rs. 1,00,000. 

ir) The main defect of the present system of financing is the high 
rate of interest and is due to the absence of any credit facilities. The 
only remedy possible under the present circumstances is the starting of 
Co-operative Bariks — one for every hamlet and the banks should l)e based 
on sound footings. In order that the banks may be managoil ])iopei*ly^ 
compulsory pri ma ry education is necessary among t he agricul turists,^ 

(vi) There is no co-ordination. 

Question 2« (/) Small traders make purchases from house to house 

and l)iing the crops to the lo<*al markets, where the dcaleis puichase 
them and send them to Cal(‘utta or Sahebgaiij or other places. 

The raiyat is unable to hold up his crop for belter price, l)ecause as 
soon as he harvests liis cro|)s lie is besieged by his creditors and 
he cannot pay them oif without selling his cn»ps. 

(?/) Co-operative sale societies may be established with advantage 
on the main principle of purchasing the members’ crops at the market 
rate and paying them a bonus when the crops are sold at a higher 
price. 

(Hi) There is no Co-operative Sale Society in this sulidi vision. 

(iv) As stated in (n) above. 

(r) (vi) (a) (vi) (b) Foreign trade does not directly affect thisf 
locality. 

{vii) No. 

(viii) None hut postal money orders. 

(>) Not known. 

\a:i) Does not arise here. 

Otii) and Lriii) None current here. 

r(a:v) and (j:vi) Hundis are not used here. 

(jutni) None. 
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{xix) and {xx) The system in vogue in the United States of America is 
not known. 

Question 3. (?) Rs. 300 to 500 per acre. 

(u) The value depends on the fertility and the probable outturn to 
be obtained. 

(«), (ft) and (c) Value of land in purchase by private negotiation xs 
higher than the cases in in) and (6). In the case of rent-decree sales, 
generally the zamindars get back their lands at a nominal value as 
‘very few people know anything about it. 

In the case of ordinary Court-decree the value obtained is higher 
than (fl). 

Question 4. (/) No. 

(//) The amended Bengal Tenancy Act ought to improve the credit 
fecilities of the agriculturists. Its results are not yet apparent. 

(Hi) Not known, 

(? r) No. 

(/•/) Land Mortgage Banks on Co-operative basis should be 
-estaldished. 

(vir) (a) Settlement re(M>rds are sufficient for the purpose. 

(ft) Torecdosure ought to take place automatic^ally, tlie demand not 
being paid at tlie end of the term, without having recourse to the Civil 
Coxirt. At most the forecdosure may only be registered on api)lica- 
iioii to tlie Civil Court and a notice being issued by the same. 

(r) The Secretary or Manager of a Land Mortgage Bank should lie 
allowed to make reference to the Settlement Record-Room free of cost. 
Documents should be free from stamp duty and should be registered 
free. Tlie banks’ proceedings at law should be free from charges of 
oonrt-fees except process-fee. 

(viri) Idle cajiital should be derived from all the sources named in 
(a), (ft) and (c). 

(ix) and (.r) The Debenture bonds should carry Government 
guarantee for both piimdpal and interest. There is no fear that the 
Goveiiiment will in(*ur any loss as value of land will ever increase. 

(.r/) With Government guarantee money may be raised at 6 to 9 
per cent, interest. Money may be lent out at 12 to 15 per cent. 

ixii) Yes, 

Question 5« (?) to (c) It is not possible to ascertain the figures 

W'ithout long and detailed enquiry locally and at the Sub-Registry office 
and even then only an approximate idea ('an be obtained. 

(r/) Agricultural indebtedness is increasing every year. 

(rii) The Land Improvement#i Loans Act and tlie Agriculturists’ 
Loans Act are never applied except in the years of scarcity and in 
case of extreme necessity to save lives. 

(viii} The provisions are already sufficient, 

(ix) Kabulis only sell cloths on credit and do not lend money in 
4his locality. 

(;r) None came to my personal notice. 
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(xi) The TTsurious Loans Act is not applied here, 

(a:ii) and (.rm) Does not arise. 

((xiv) Ordinary co-operative banks would suffice if they make their 
bye-laws fill in with this idea. 

(xv) 50 per cent. 

(xvii) Yes, to some extent. 

(xviii) Yes. 

Question 6. (i) There is a very small amount of pur-makinfr here. 

There is also extensive lac cultivation. There is also mulberry cultiva- 
tion and growing of silk-cocoons. But this industry is in a dying 
condition. 

(ii) Co-operative sale societies would enable people to get l>etter 
price for their lac. 

\ih) Improvement of the silk-industry would help the people a good 
deal. 

(iv) and (r) Estahlishinent of Co-operative Ihinks would help it. 

Question 6A. (i) Tliere is no special system of finaiK'ing them 

except having recourse to the mahajans. 

(//) Co-operative Banks might lielp the matter. 

Question 6B. d) The only vsources are the mahajans. 

Hi) They Ixjrrow generally to supply capital and sometimes for their 
own maintenance and also for marriage and srnflh. 

Rate of interest for secured loans varies from 12 to 24 per <‘ent. 
and the same for unsecuired loans varies from 24 to 50 per cent. 

(iti) There is no joint stock bank or any indigenous bank. Govern- 
ment helps them onl}’ in years of distress. 

There is only a very small numher of co-oj)eralive societies whicfi 
are helping them leally. 

I suggest the establishment of co-operative societies in large 
numbers. 

(tv) The indel)tedness is generally on the iiK'iease. 

Question 7. (/) There is no branch of the Imperial Bank here, and 

there is no joint stock or indigenous bank. >So tfie local co-operative 
Banks have no connection with any such bank. 

(ii) The Central Co-operative Bank here attracts large deposits. It 
gets its finances from the Deiiarlment, 

(ni) An extra capital of about Rs. 20,00,000 is required for this 
subdivision. 

(iv) No, 

(t?) Does not arise. 

(vi) I believe co-operative societies are already free from income- 
iax. If not, they should be made free. 

Debentures issued by co-operative banks should be included in the 
list of trustee securities. There should be a reduction of fees on monej" 
remitted through the Post-offices, 
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Question 7 A. (i) Ye^?, on approved securities. 

(ri) Yes, 

itii) Yes. 

(rv) None at present. 

( r) They cannot do it under tlie provisions of the present Act. 

Question 7B. ( /) The amount which the rural co-operative societies 

are enabled to otfer as loan is but a drop in the ocean in proportion to 
the actual needs of a place. Hence, there is no appreciable decrease 
in the rate of interest. 

(/i) Not to any appreciable extent. 

(Hi) Illiteracy amon^ the masses, theii* habitual indebtedness are 
the main impediments. 

Part I A. — Loan offices and Joint Stock Banks in the MufassaL 

Note. — There are no such banks here. 


Part il. — Indigenous Banking. 

There are no indigenous banks in existence here. 


Part III. — Investment Habit and Attraction of Capital. 

Question 1. (/) There is only one Central Co-operative Bank here, 

which draws ibs working (‘apital from shares, deposits and boirowing^ 
from the Provirndal Co-operative Bank on rare occasions There ia 
no other bank in this subdivision. 

’ {it) Rs. 20,0(MMH) as already stated. 

[iii) and (/r) None except the Post-otKce Savings Bank and Postal 
Cash certificates, Savings-Bank Deposit and Prudential Deposits in the 
Central Co-operative Bank. 

iv) Removing illiteracy from among the masses and propaganda 
are necessary. The masses <*annot save anything and they are 
habitually indebted to tlie mahajans, 

(ri) There is not much hoarding of silver and gold here except 
what is involved in ordinary ornaments, which is not very large here. 

Question 2. (/) Not popular, because the rate of interest is much 

below the local rate of interest, 

(it) Rate of intere>st may be increased. 

{Hi) There is no complaint except that the rate of interest is very 
low. 

(iv) Only a small fraction of the educated few, 

iv) Raising of the rate of interest and propaganda seem to be the 
only feasible measures to be taken. The people are very poor and they 
have nothing to save. 

(vi) There is no competition of the kind. 
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Quastion 3« (i) CTOverament Securities are not resorted to bv 

peo]>le of this locality. It is yet a long way off when small agricuU 
turists will take up tk)verninent Securities* 

(ii) None in use here. 

(iit) The ordinary agriculturists have very little savings after 
meeting their ci*editors and after paying their rents and meeting their 
ordinary requirements. Those that can save something, invest the 
same in purchasing land or in lending on interest. 

(iv) Yes, occasionally, and on interest varying from 12 per cent, to 
50 per cent. 

In feasts or ceremonial functions or in investing on land or in 
lending. 

Question 4i (t) (H) ini) Cheques are not used here except by MuruV 
cipalities. District Boards and TiOcal Boards in their transactions with 
the treasury. 

{tv) A^'ernacular scripts should be used in rural banka. 

Question S. (/) Yes. 

(//) i'oveiiy and illiteracy and want of faith in the organisers of 
banks. 

(iit) Primary education and propaganda aie necessary. 

(fi) There is no branch of the Imperial Bank here. 


9. 

Mr. Prafuila Chandra Chosh, Subdivisional Officer, Lalbagh 

(Murshidabad). 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (i) {a) Grain loans from landloi'ds and village uiafmjans, 

and cash loans fiom co-operative banks where they exist. 

(h) From niahajans and co-operative societies and rarely from loan 
office.s. 

(c) From niahajans and co-operative societies and also agricultural 
loans from Government during failure of crops and extensive damage 
by flood or fire. In very bad years, when mahajans withhold loans, 
the cull i valors have even to go to usurious Kabulis or sell away por- 
tions of their holdings. 

(ii) In usual years cultivation loans are advanced by mahajans in 
grain on 50 per cent, interest, this being on the principle that the grains 
nre much cheaper immediately after the harvest than when the advance 
was made. This is generally repayable within the year, i.e., after 
haiwest, but usurious mahajans often deduct a portion of the quantity 
given out as advance interest of the loan and again add a further in- 
terest during realization, carrying on a balance from year to year for 
the purpose of keeping a hold on the debtor and for finally expropriat- 
ing him when the mahajan is avaricious or the debtor becomes recal- 
citrant. 

In bad years the cultivators have to take loans in cash or kind, and 
interest varying from 25 to 37 J per cent, in cash value is charged on an 
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unsecured bond, whereas if property or ornaments are mortgaged and 
the security is good, the interest varies from 18 to 25 per cent. 

For other loans in normal years, the interest varies from 12^ to 25 
per cent, when propeit-ies or ornaments are pawned. 

The security of standing crops (i.e. when the standing crop is sold 
in advance) is taken in rare instances by speculators like Marwaris, 
etc., but it is not the usual policy with village mahajans. 

Dealers of minor crops, e.g., vegetables, etc., are known frequently 
to purchase standing crops in advance. 

The few co-operative Societies that exist in this subdivision charge 
interest at 15 per cent, from the cultivator-members. 

The proportion of secured and unsecured loan is estimated to be 
2 to y (i.e. 40 per cent, secured, 60 per cent, unsecured). It is only a 
rough estimate as correct figures are difficult to secure. 

(m) The part played by Government and the Imperial Bank of 
India is almost nil except in case of extensive failure of crops when 
Government loans are advanced, but that is usually inadequate and the 
people affected have to supplement it largely by debts on xisurious 
interest. 

Indigenous bankers, e.g., village mahajaiis (including zamindars 
who give paddy loans), iilay the most prominent part. 

There is practically no indigenous bank in the subdivision nor are 
there any joint sto(‘k ones. From my experience, howevei*, I know that 
even wliere such private or joint stock banks exist, ihey are hardly less 
usurious than the oidinary village mahajans as the shareholders and 
depositors generally run after high dividends and charge interests vary- 
ing from 12 to 18 per cent, on their outlay only. 

Grain merchants also play an important part wdien they purchase 
standing crops in advance on speculative concession prices. 

Companies dealing in implements, fertilizers, etc., have not yet 
spread their activities of advaiKung articles on (‘ledit to the cultivators. 
When they begin to do so it would be a great advantjige to both parties. 

Co-operative l)ank8 ought to play very important part, but as yet 
tlieir'number is very few and finance small so tliat they are able to touch 
only a fringe of the problem. 

(//•) A very detailed enquiry, involving much time and labour, is 
necessary to answer this question and no offhand reply is possible, but 
some people whom 1 have questioned in the matter say, it may be 
between 50 lakhs to one ciore of rupees for this subdivision alone. 

(r) The defects are: — 

(//) Ignorance and consequent permanent indebtedness to the schem- 
ing village luahajans. 

(5) The usual unthriftiness of the agriculturists which makes them 
run into debts irrespective of consequences due to ignorance or even an 
inc onsiderate social pressure. 

(c) Tendency of the people to allow their debts to accrue, e.g., rents 
and old debts, without fear of consequences, wliich all are apparently 
due to their permanent and hopeless insolvency. 

(f/) Want of facilities for getting cheaper credit and organisation 
or village sympathy for preventing the people from running into debts. 
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^Remedies suggested: — 

Education by frequent oral instructions and lectures for improve- 
ment of social and moral conditions, fostering village organisation for 
such purposes and inculcating ideas of tbriftiness as also for improving 
agriculture and bringing in better income by agriculture itself and 
other home industries. 

Extensive and frequent propaganda for such purposes as also for 
improvement of the material condition of the people generally. It 
wpuld take too long if it is now begun through primary schools only* 

Propaganda by frequent oral lectures and (‘areful watch alone cant 
bring speedy results. 

Facilities for credit also require great expansion. 

Eo-operative Societies t*an do a loi in removing all the dcfec ls, but 
their number must be extended, their finance enlarged, management 
improved, hands increased for carrying on j»ropaganda in various direc- 
tions and above all it is iiecessai'y that a spirit of real co-operation 
should be inculcated. 

(ri) At present there is little co-ordination between Government 
and (‘redit agen(*ics, but the central and co-operative banks (‘an expand 
vastly with Government assistance. 

Question 2. (/) Cultivators take their produce to nearest marts. 

Often tlie dealers of grains come to the village and make house-to- 
house j)urchase. The dealers get a small commission, but it saves the 
pioducei's the trouble and cost of journey which may be heavy in case 
the commodity is small in quantity. 

Kxce|)t in case of big (mltivutors it is not possible for them to hold 
11]) t heir })rodu( e for better pric'cs, as immediately after the hai vest come 
the demands for rent and payment of old debts. In fact they have- 
to dispose of their produce w'hen tbe price is the lowest. 

(ii) Pools and co-operative efforts wotild be of great advantage and 
will be favoured by all. 

(Hi) None in this subdivision. 

{iv) No (‘redit fa<‘ilities actually exist. The agriculturists may ha 
helped by drafts and local banks. 

(r) Agriculturists have nothing to do with foreign export. 

(ri) (n) Only village niahajans ajid merchants j»urcliase at hats, 
mokarns and ganjas and working as middlemen, hand ovcm* IIhj commo- 
dities at Calcutta or important ports. 

.Foreign exporteis are not in actual touch with the cultivators, rjor 
do they make direct purchases at the marts. The intermediate men are 
generally moneyed people, and if there is want of funds they g(*t 
advances from the firin.s in whose behalf they w^ork. It would be of 
great advantage to the (vultivators if they are placed in direct con- 
tact w’ith the exporters. 

(//) Speculation by exjKUting firms materially affects the pro- 
ducer and thk should bo controlled. 

(vii) Both to the monopoly enjoyed by the buyer and to the want of 
definite standard of quality. 

(vm) Not much; in a few ceases only hundis and cheques aie in use* 

(w?) Opening of branches of banks in districts would be useful. 
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(xi) Introduction of bills on reduced duty will be useful. 

(xii) Hundis in use are either payable on presentation or withiii a 
fixed period. 

{xiii) Standardized forms will be useful. 

(xv) Hundis are discounted in the local centres. 

{xvii) Bail way receipts and intimation of insurance post. 

Question 3. (/) AVinter jHiddy lands from Rs. 200 to Rs. 450 per 

acre according* to quality. 

Jute and rabi lands from Rs. 60 to Rs. 150 per acre according to 
quality. 

(//) (a) Better values are obtained in Goveiiiment auction. 

ih) In court sales it is usually cheap as only the decretal money has 
to be paid where the defaulting tenants fail to tuni up. 

(c) In private purchases, too, the prices vary according to the needs 
of the seller or the purchaser. 

Question 4. {i) Nil. 

(i?) The amended Bengal Tenancy Act has ^just begun to exert in- 
fluence for the benefit of the agriculturists^ credit. 

{Hi) Thei-e are no loiig-teim credit institutions except the central 
C0H)perative bank. Fragmentation of holdings stands a good deal in tlte 
way of long-term credits. 

(/r) No laud mortgage banks. 

Question 5« (r) The largest creditors are the village maliajans, 
bankers or zemindars. 

(r/) Fioin whatever accounts are available, it seems the agricultural 
indebtedness is increasing, hut it is difficult to get even approximate 
figures without a detailed enquiry. 

(vii) Government loans are given out in times of distress. 

{vin) The oj)erations of the Agriculturists^ LoaUvS Act are already 
adequately prompt and so are those of the Land Improvements Loans 

Act. 

(ix) The usurious Kabulis are in evidence all over the country and are 
known to make their usual depredations. 

(xi) The Usurious Loans Act is occasionally utilised by civil courts, 
but the poor people, who are almost immersed in debts with their usual 
mahajans, wilfully submit to executing bonds deducting a lump sum 
as advance intei^st, of the sum actually handed over and they do not 
generally contest such payments in courts. The only remedy is exten- 
sive propaganda to educate the people in this respect so that they can 
learn to stand upon their rights and also to teach them thrift and 
improve their material condition. 

(xii) There does not seem to be any fixed rate of interest, but the 
courts generally allow an equitable rate, which generally does not exceed 

per cent, 

(xiii) Vide answer to Question 5 (xi). Also the debtor is often made 
to execute a fre.sh bond shovring the principle plus the accrued interest 
as principal in the new bond. 
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{siv) pharmagolas will he useful institutions and from this store the 
officers of the Agricultural DepaHment ought to be able to provide a 
seed store. 

(xv) 50 per cent, by quantity repayable at harvest. 

{xvi) Hates of interest on cash loan vary between 18 to r37i per cent., 
while with security it is leduced to between I2i and 25 i)er cent. 

The interest is calculated generally monthly, but if the promised 
period of repayment is exceeded usurious niahajans calc ulate ( Oinpound 
interest thereupon. 

Payments are enforced generally througli courts, but a maha jaii of 
ordinary moiality usually ])r(»tc( ts Jiis poorer debtors, when the cieht is 
heavy by substituting a kistl^aiidi bond without charging further 
interest. 

If grain loans are not repaid after harvest and tlie d(d)t is heavy, tlu 
same juethod of kistl)aiidi in money value is made, hut a greedy 
inahajan often adds bi) per c^ent. more to the (onibinc^^d quantity of 
principal and inteiest and (-arries the entire (juaiitity to tlie following 
year’s account. 

{xvii) Yes, quite a laige number. 

{.Tvlii) Not very marked. 

Question 6. (/) IIand-sj>inning is practised by cultivators of weaver 
class only as an additional home industry. 

In gur-making, villagers often combine and co-o])erate with each 
other. 

(//) Financing, education and propaganda. 

(iri) Encouraging s])inning of (‘otton and jute, cocoamit fibres, im- 
proved poultry, fanning, etc. 

(Ir) lly limited liability co-opeiative socvieties. 

{r) A^ide question G (?r). 

Question 6A« (/*) By joint stock c^ompany. 

(it) Allow them bank credits. 

Question 6B. (/) Day labourers get loan on c redit of future service 
and others on their ])ersonal credit. 

(ii) l^urpose of loans: — 

Family expenses in hard times, marriage or funeral ceremonies, 
purcdiase of land and c attle, to make good certain losses by fire, etc ., 
and canning on petty trades. 

Bates of interc^st 13 to 25 per cent, secured loans and 25 to 37 J per 
cent. unsec‘ured loans. 

(Hi) Members of co-operative societies get loans from their societies, 
and joint stock banks give loans at 12 to 18 per cent, interest on security. 
Fostering growth of more joint stock banks with Goveinment aid where 
necessary. 

(iv) It seems to be on the increase. 

Question 7. f/) Practic^ally no inter-cominunication banks of any 

kind. 


6 



82 


(ii) The only difficulty seems to be inability of the debtors or rather 
defaults made by them in paying oh old debts. 

(///) Tlie Secretary, Jjalbagh Central Bank, suggests one lakh of 
rupees. 

(iv) So far as this subdivision is concerned, there is practically no 
ccni petition. 

{vi) Yes, reduction' of nioitey order coniiijission, facilities during 
registratiofi of bonds, etc. 

Question 7A. (/) iVo, but depositors may be granted such loans. 

{rii} For the safety of co-opmative societies inteilending connections 
with <*tlier private hanks shoxild be discouraged. 

(/i) Central l)anks should not be charged with additional responsi- 
bilities till they are very finnly established. 

Question 7B. (/) Introduction of co-operative s(W‘ieties has checked 
demands oF high jutes of interest by inahajans. Such societies are also 
inculcating ideas of thrift innong the members. 

(ii) The number of societies in this sulalivision being small, they 
cannot yet ia(‘kle an a])preciable pi’oportioii of the total agricultural 
population. 

{rii) (a) Want of spirit in the real co-operation among the people. 

(6) Fear of shouldering responsibility of other debts, both of which 
are due U> extensive uant of education. 

(r) Opposition by usual mahajans of the meml^ei's and by zemindars 
wlien they have lending business. 


Part I A. — Loan Offices and ifoint-stock Banks in the Mufassal. 

Question 1. (n) Berhampore Bank, Ltd. 

(h) Murshidabad lioan Office Impaled at Nashipur, and TsTehalia Loan 
Office at diaganj. 

Question 3. (/) From r)j tu per cent,, per annum. 

(//) 4 or 5 years. 

Question 5« (/) Period for which loans are granted are not fixed. 
Idle various kinds of purposes are — 

(1) Tniiuidation of debts. 

(if) Purchase of lands. 

(;T) Improvement of land. 

(4) To clear up a decree. 

Hate of interest — generally 12 per cent, per annum. 

(ii) Yes. If money is not repaid within the stipulated time the 
interevst accrued on the date is included in the principal. In case of 
security of ornaments, no compound interest is charged. 

{iii) No. 

(iv) Wherever time for repayment is fixed steps are taken when the 
debt becomes overdue. 
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Question 6« (/) Tlies<? institutions lend money to agiiculturists on 
proper se<‘urity only i.e., mortgage deed, iinniovable property. 

{u} They if shareholders and <leposito7*-S are not gieody and 

sufficient deposits are available and the banks expand. But ncd to the 
extent co-op^uative so<*ieties ( an when these are ade(|uately expanded. 

Quostiofi 7m (i) In addition to banking they give some fa(*i]ities to 
the business men. In keeping properties in mortgage. Jiowever, the 
lottn of!i(*ers and banks often get burdened with real zaniiTidari Inisiness 
which (omplicate their affairs. 

(//) Sometimes the difficulties arise that the consigned' (h»es not pay 
money on staving the hiindi, noi lake delivery of the goods. ll (‘auses 
loss to the I)anks which had already incurred (*xpens(^s. It may he use- 
ful if the coiKsigiKH* may j>ay for the goods on presentation or delivtuy 
of the bill. 

Question 8. (/) Ac( oj ding to tlic distuetion of the Directors. 

Questions. (?) In most cases single entiy system is in vogue. 

(//) Yes. 

Question 10. Al)SoluteIy necessaiy. 

Question 1 2. N on e . 


Part i I -Indigenous Banking. 

Question 1. In thi.s distiict there are no branches of the Imperial 
Bank of India. 

There are (*o-opei ative sc'cieties, loan offices and ju’ivate companies 
in our district. I^lieir functions are inaiuly confined to moiiey-lending. 
A co-operative hank (*onf(‘rs many other betiehls on members. 

Question 2. Tlic credit given l)y the indig-enous banks and bankers 
greatly assist agriculturists, trade and industry obtaining only a small 
poj tion of their credit facilities. 

Question 4. Huudis are of two kinds, viz,, tliose payal)l(^ on prt^senla- 
tion, and those valid for a j)erio(L 

Hatchitha, hand-note, promissory ntde, et(*., are otlier credit instni- 
jii enis. 

Question 5. (/). Banks have their own rules of busine.ss. Indivi- 
dual l)aMkeis follow no rule, but they keej) suliicient luargiii against 
future losses or dei)reciation. 

(ii) By leceiving deposits in addition to their capital. 

(///) I he rates of inteiest on deposits are as follows: 4i to 7A per 
cent. i)er annum. 

(/r) No. 

Question 6. (i) Interest is i;)aid in cash and not in kind. 

(//) By expanding and increasing cooperative societies. 

(iit) Eeduction of rates will confer great benefit on agritulture and 
increase their resources, iini)rove their standard of living and agricul- 
tural condition. They should, however, be educated in thrift and 
against heavy debts on cheap credit. 
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Question 7. (//) Not sufficiently. 

Question 8« {Hi) Yes. As the realisation through the civil court 
takes ahuormally long time, it would be of great facility if the procedure 
could be sljortened and made expeditioiis. 

{iv) They are sure to resent at the st:art, but ultimately they might 
come over and invest their money in such institutions for a safe return. 

Question 9« 1 do not think the net return much exceeds 9 to 12 per 

cent. It is only the external glamour of the prospect of large profits 
that blinds the money-leiuler and also the jKJwer of having a large 
number of debtors in his control. 

Question 10. Tim bankers and money-lenders include only such 
number of debtors they can finance in their usiial lists, but financiers 
to iackle all loans necessary within a certain area except in exceptional 
years are a necessity. 

Question 11i — It is desiiuble to have a central organisation in a dis- 
trict connected with provincial ( entral organisation. 

Question 12. (/) It is rare that an indigenous banker has money 
unemployed. 

(ii) A largo amount ot money is, for tlie above and various otlier 
reasons, flowing into the provineial capital. 

{Hi) Yes, these could ludp expansion of co-oj)erative societies and 
other leinunerative work. 


Part III. — Investment Habit and Attraction of Capital. 

Question 1. (/) Co-operative banks, joint-stock bunks, indigenous 
banks with their snare capital, deposits and reserve funds, etc. 

(/V/’) I%)stal savings banks, co-opej*ative banks, insurances, home-safe 
boxes and provident funds, etc., and purchasing sliares, debentures of 
flourishing corporate bodies. 

Besides these, there are Cusli Certificates, (jovernment jjupers, etc. 

{iv) Yes. 

( v) By propaganda work, and educating the j>eo])le and inculcating 
habit of thrift. Dishonesty of individuals is the drawback for the 
investment of the savings of the public, 

(ri) Some peoj)le, particularly the females, are in the habit of invest- 
ing in silver and gold. 

Question 2. («) Not particularly popular as the interest is low. 

(n) Yes. 

{Hi) The savings banks afford facilities to the people of towns and in 
the interior only to the people where there are such banks. 

{iv) Middle classes, widows, scffiool masters and public funds, viz., 
school funds, provident fund, municipal employees fund, etc. 

Question 3. (i) Bonds for small sums may be issued, which too should 
be made payable in instalments. Some investment bonds on the lines 
of the Continental Premium Bonds might provide incentives for saving* 
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(ti) Financial Agencies have agents for selling and purchasing secu- 
rities on commission. 

(???) All the funds of the ordinary <*ult\yators are spent in paying 
rent and repaying debts, thily the bigger cultivators have a surplus, 
which they spend on improving their houses and investing on lands by 
way of mortgage, eii\ 

{iv) No. In a prosperous year the surplus money is spent to clear 
up the old debts and arrear rents and what little surplus they have, they 
utilize in improving the Imuse, purchasing cattle, etc. The case of 
w’ealthy ( ultivators is ditt'erent. 

Question 4. (?) Nil. Except, with moneyed people who have tran- 
sactions with bank. 

(??) It has made cheoues more popular. 

(???) Vide Question 4 (/). 

{iv) No hniin if the verna(*ular scripts are introduced. 

Question s. (?) Yes. 

(7/7 ) Propaganda w’oiks, 

(?r) Though there is no l>ranch of the Imperial I>ank of India in this 
district, I know' from my experience in other districts that they are 
w'orking well, producing good result. 


10 . 

Mr. Rajendra Narayan Rakshit, Sub-Deputy Collector, Jessore. 

Part I. — Agricultural Credit and Credit Facilities for Small industries. 

Question 1. — (?) (??), (b) and (e) Agriculturists borrow' money from 
local mahajans and from co-operative cre4]it societies wlieie they exist. 

(??) Inteiest charged by local Mahajans varies from 24 per cent, to 
per cent, and that l)y co-operative cviedit societies is pio* cent, 
per annuin. 

Mahajans grant loans both on personal security and on mortgage of 
lan<ls and on security 4>f ornaments. (Jo-operative societi(*s giant Inaus 
on personal security generally. The secured pro])erties are sold on 
failure of rejiayment of the debts. 

About 80 per cent, of the loans to agric ulturists are unsecured. 

(?/?'?) Government give advances to agriculturists during flood, 
famine, or scarcity. 

The Imperial Bank of India has no branc h in this district. 

Joint st()(*k banks financ^e agriculturists directly for major jaoirntneni 
improvements and for purchase of lands by them. 

Co-operative banks do that directly lioth tor minor and niajco im- 
provements, for purcliasing seeds manure, etc*. So do bankers, profes- 
sional money-lenders, etc. 

No indigenous bank in this district or other organisations giving 
ctedit (e.g. companies trading in fertilisers, etc.). 

(iv) The total amount of capital recpiired for the various purposes for 
thib district is about a crore of mpees. 
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(v) The credit agencies do not generally enquire whether the loans 
are taken for i)roductive purposes. The object of some of the financing 
agencies is to amass money by way of interest and to acquii-e lands by 
selling the interest of the agriculturists. lioans should be given after 
careful enquiries. 

The agriculturists are generally improvident. They try to save 
money very seldom. They are now trying to imitate the high class 
hhadralogs in their modes of living. 

The difficulty of speedy realisation is aurdher factor. In case of 
land mortgage, when the holdings aie small, n(» l»ank situated at a dis- 
tance will think of purchasing small holdingvS, One has to sue and go 
through all the dilatory pn)ce.ss of Civil Courts in order fiist to get a 
decree and then to atiacdi and have the property sold. In most cases it 
is difficult to find a purchaser for the sale as neighbours, unless they 
are unfriendly, do not wish to go against the interest of a neighbour. 
Bank wliicdj lends money can hardly be expec ted to nin smoothly if 
(•omyxdled to sue its boriowers, who Ihiougli the help of the Courts can 
resist payments for a numbei of years, if not totally. 

Remedy. — (1) (jroveniment may grant some facilities of the Public- 
Demands Recovery A<*t (as it does in the co-operative banks), to piivate 
Banks provided they submit to (Tovernment sui>eivision. 

(2) The Imperial Bank of India may be empoweied to advance loans 
to piivate banks on the se(*urity of their assets |)rovided such banks 
agree to Government inspection and control and affiliate themselves to 
the State Bank. 

(r/) At present there is no co-ordination among the various credit 
agencvies including Government, but there is scope for imjit'ovement in 
tiuit direction. 

I propose two iiistrumcmtalities for achieving the c.bject : — 

(//) The first method is iliat of alliance or ( o-ordination between joint 
stock lianks and organised gioups of indigenous bankeis. Su(*h an 
organisation is slowly coming into existeu(‘e in the case of loan societies 
in Bengal. The joint stock banks might assist such groujis with loans 
and with advice and guidamc which migbt improve their organisation. 
In this system <»f co-oi'dination not only the joint stock banks but other 
banks like the urban i‘o-opei ative luinks might play tlieii- part. The 
joint stock hanks might imrease their functions by undertaking the 
M'ork of investment (rusts. This investment trust organisation has had 
tlie eflwt of increasing tJie dynamic force of capital in England and 
America* and, if adopted in India, would do much to remove the hoarding 
practice. 

(/i) Rediseoiintinf/ farilities, — I'liere is anothei* and an additional way 
of establishing contact between the largei banks and the indigenous 
bankers, TJie establishment of a reserve bank and the possibility of 
rediscounting commercial paper with it would induce the indigenous 
bankers to adapt theiuHelves to the new hanking system and its methods. 
The organisation of indigenous bankers from below and the grant of 
redis(*ounting facilities by the reserve bank from above are both very 
necf^ssary for aidiieving the desired contact between the two portions of 
our hanking system. Such a reseiwe bank could organise a real money 
market for India and then coimei^t it with the c?o-operative system. 
Then, again, it could regulate and dire<d the seasonal circulation and 
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transfer of capital l>etweeii trade and iif;rioulture. The rediscounting 
facilities which it would provide would gi'eatly enlarge the capacities of 
the Joint StcKvk Hanks to assist agriculture. 

QuoStiOffl III most <‘ases farias and heparies go to the raiyuts* 

houses and purchase the principal croj^s. 

In some cases the raiyat takes advances in money and chnvr the debts 
by paying the heparies in kind, the advances being taken immediatelv 
before the sow^ing season. The surplus (lops are taken to the nearest 
hats and are sold tliere. 

In most cases the raiyat cannot hold up his ciep for a better pri(*e. 
The reasons are that the laiyat has to pay U|) bis landbud’s i.Mii, niaha- 
jan's debts, taxes, and j)urchase liis necessaries of life. 

(ii) The (\)-f>perative ]Ie])artment is iiying to stjirt some (Co- 
operative Jute Sale Societies in this district. I'here aiv hardly any 
possibilities of foi'ining pools here owing to mutual distrust of each 
other. 

{Hi) No (Co-operative Sale Societies in this district up to date. 

(ir) If the niarket be dull, the agriculturists may be finanrt‘d by rural 
co-operative credit societies tor payment of landloid's rents, mahajan's 
debts, etc., in Older to enal)le llie raiyat to bold U]) his (oops for a better 
price. At present no facilities actually exist. 

(v) No diflerence between internal and foreign trade. 

(vi) (.T(M)ds are exjMuted to (Calcutta through certain mokams of the 
district. They are (arried by boats, steamers and rail. Some European 
firms and Marw"{ni.s have got their agencies for jute business in the 
mufassil of the district su(*h as Lohagora, Brahuiaridanga, Sailkopa, 
Magma, BaraliaJiai*, Kesliolipur, etc. The villagers bring the goods to 
the mokams. They are puicliased directly l>y tin* local menvhants or 
intermediate dealers who then export the same to (^ilcutta (at Hatkhola, 
Tala, IJItadanga, Beleghata, o\v.). The local merchants sometimes have 
their own capital ainl also l)oir<»w money from biinks, moncv-lcndins, 
and also take advances at nominal inteiest from Aiatdars, who in their 
turn borrow money mostly from tlie inarw:ar'i lianks and money-lenders. 

Question 3m — (/) I’he value of land per acre is different, in different 
localities. In some [ilaces wdiere the rivers are dead and wdiere malaria 
prevails and the villages have been depopulated, lands 0*0 abegging. In 
such places lands can be had at Its. 25 to Its. 50 per acre. But wliere 
the livers aie still alive, tlie lands are inundated and are fertilised l)y 
deposit of silt, the value of the land is Bs. 100 to lts„ ?K)0 per arre. In 
exceptional years, when the price of jute or paddy is exceptionally high, 
an acre of land may be sold at Its. 400 to Its. (500. 

(n) The factors, as stated above, are healthiness or unhealihiness of 
a particular locality, the condition of the river and the pric e of jirodiice 
in a particular year. 

(a) In (rovernment auction for non-payment of revenue, proiior- 
tionately more value is fetc hed by the sale of an entire estate than when 
a portion is sold. 

(h) In (hvil Courts dec rees, sales for airears of rent, free from en- 
cumbrances, fetch more jirice than ordinary sales. Agricultural hold* 
ings, w^hen the lands are khas, fetch more price than when those are 
occupied by under-tenants. Generally C!ivil Court and land revenue 
sales do not fetch more than 10 to 15 times the annual profit. 



4* — (i) There is no legal impediment to mortgage of land 
and agricultural holdings and if there was any, it has been removed 
by the amencled Bengal Tenancy Act, 

(ii) It is too premature now’ to speak how far the amended Bengal 
I’enancy Act has influenced the credit of the agriculturists but it ifi 
expected that it w'ill raise, on the whole, tlie credit of the agriculturists. 

(///) The smallness and fragmentation of the agricultural holdings 
in this distrk't stand mucli in the way of establishing long-term credit 
institutions. 

(iv) There is no Tund Mortgage Bank or Agricultural Banks in this 
district or any other l)anks for the provision of long-term credit. 

(ri) Land Morttjaije Bank. — Debt per head in India is low'er than 
that in the other eoiuitries in the w^orld, but it is less productive since 
much ni it lepresents pasi (extravagance oi natural calamities. Its 
burden impedes the growtli of agiiculture, removing all incentive to 
improvement. The only w\ay to free the agriculturists from their in* 
debtedness is the establishment of liund Mortgage Banks in different 
centres with (jovernment or local support, to be run at as low* a c ost as 
possible. The Imperial Bank is precluded by its charter from making 
advances against the security of land and landed properties. Indian 
Joint Stock Banks, owing to tlieir inability to make long-term advances, 
which alone (an afford appreciable relief to the agricutliirists and save 
them from the clutches of the usurious professional money-lenders, can 
rende^r little service to the agricultural districts. 

The solution of tlie problem of Taind Morigage Banks is to l)e sought 
in tw’o directions. In the first phu'e the growing organisation of Indi- 
genous Banks in various provinces gives the promise of their undertaking 
the task because they jwssess not only the reijuisite capital for, but 
exjK^rience regarding, long f>eiiod investments in land. The other way 
in which the preblem could be tackled is with State aid given to Land 
Mortgage Banks. 

Question 5. — (?) So. 

(ii) Such an estimate can be obtained with reasonable accuracy 
from — 

(a) Registration offi(*es; 

(h) through Presidents of Union Boards; 

(c) through President Panchaye-ts in areas where the Village Self- 
Government Act has not been extended. 

(Hi) (a) and (h) (nnameiits, plough and other agricultural imple- 
ments are not generally mortgaged by agricultural classes. Ornaments 
of cultivators are generally of silver and are rarely of gold and those are 
seldom pledged. 

Lands of agricnltui ists are generally mortgaged and this can be 
found out from Registration offices as ordinary money-lenders very 
seldom lend money without having their deeds registered. 

(ir) Debts are iiiciiri'ed for-^ 

(a) repayment of earliei- debts; 

(h) maiTiage and other so( ial occasions ; 

(c) litigation; 
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{d) famine and other kind of distress; 

(e) payment of land revenue or rent; 

(/) very rarely; 

Oy) purchase of cattle; 

(k) not at all ; 

(?) not at all. 

(r) Creditors are mostly (4>operative Societies, Iiulig^poiis Bank.^ 
and professional money-lenders. 

(vi) Agricultural indebtedness in this locality is decreasing owing 
to high price of jute. 

(r/i) So far as I know the needs of agiiculturists in this district are 
seldom met by the Land Im])rovements Loans Act of 188d and the Agri- 
(‘ulturisls’ lioans Ac t of 1884 ex(‘ept in case of flood, famine or s( arcity. 

(/>) Itinerant Kabiilies are found here not as money-lenders but as 
sellers of winter clothes. Tlicy sell on (*iedit at exliorbitant piices and. 
realise money with or without interest by sheer physical for<‘e. 

(.r) Usurious rates of interest liave almost disappeared from this, 
district. 

(^i) Civil Courts never allow usurioiis rates of interest. 

(./•//) There is no standard rate of interest but generally 12 per cent* 
is allowed. 

(.ri/f) This piactice is not in vogue in this district as far as I am 
aware. 

(,rir) (Tovernment or recognised Banks may open Dharmogolas at 
convenient centres and provisions may be made for realisation of th<r 
same by certificate proceduie in case of non-payment vvitliin stipulated 
term . 

(,rr) The interest of paddy loans is generally 50 per cent. 

(myi) Rate of interest varies from 12 to 24 per cent. The interest 
is calculated at monthly ratcN and for any fraction of a month for that 
fraction and not for the full month. 

(a-rii) Very rare in this district. 

(j-riii) Does not arise, 

Quostion 6« — (/) Cultivators sometimes convert paddy into rice and 
sell these in markets and small machines have l*een inti (Mimed in some 
loc-alities for the purpose. 

Gur-making is very common in this distric t. 

There are sugar refineries also thcmgh theij* numlrer is deerea.-iing year 
by year. HancI weaving is made by Tolas and I’anlies. 

Sola bat-making and iiiaf-making are also picwalerit in this district. 

(ii) This district was noted for sugar industry and the wliole of the 
eastern districts used to get sugar from this district, but the introduction 
of foreign sugar has almost destroyed this industry. The gradual dying 
up of river is one of the causes because boats of the eastern distric ts 
cannot ply in any of the rivers on the banks of which the villages con- 
cerned are situated. 

Advances of money at small interest to hand-weavers, gur-makers^ 
sugar-makers may improve the industries to certain extent. 
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{iti) The followin;^ enterprises may give eiuploymeat to the farmer 
‘during seasons w]»en he cannot inalve full use of his time on his farm and 
•thus enable him to supplement his income and to raise his standard of 
living : — 

(1) Hand-spinning, hand-weaving, basket-making, bamboo and 
cane furinture-making, rope-making, etc. 

(iv) liest method of securing working capital is advance of loan at 
«mail interest. 

(v) State Banks. 

Question 6Ai — (i) and (ii) No organised small industries in this dis- 
triet and hence this (piestioii does not arise. 

Question 6B« — (/) I)ay labourers, fishermen, small traders and middle 
olass gentlemen Iiori'ow money from (Jo-operative Credit Societies on 
becoming members of suclj societies, but the number of such members 
is very small as the Societies generally do not allow such inen to becHuiie 
meinhers. There are Co-oxierative Credit Societies in the local (Jolle(*« 
loiate and Civil (Jourts where servic e-holders olitain loans. 

(ri) Day lalxiurers borrow money generally for purchasing necessaries 
of life Avhen required; fishermen for purchasing nets, boats, etc*.; small 
traders for working c‘apital and middle class men and servic^e-holders for 
marriage ceiemonies, sradhs, religious ceremonies and for educ ation of 
children. 

Tlie rate of interest varies from per cent, to 15.| per cent. The 
Urbove-meiitioned classes of men also lorrow money from private money- 
lenders at higliei* rates of interest. The difleren(*e in late of interest 
between secured and unsecMired loans is aliout G per cent. 

(///) (Joverninent do not grant loans to the al)ove-mentif>ned classes 
of jxxiple for the above-m.entioned purposes. Joint St(>c*k Banks grant 
, loans to middle class gentlemen only. 

Question 7. — (/) So far as this distj-ict is concerned, no relationship 
oxists between the (V)-operat i ve Banks and other Banks. No branch of 
the Imperial Bank of India in this district. 

{Ii) No ditlic-ulties up till now. 

(Hi) Tlie amount of extra capital requiied for financing the co- 
operative movement in this district, would be about 40 to 50 lakhs of 
rupees if organisation woik is carried on vigorously. 

(Iv) No competition at ])resent- 

(r) Does not arise. 

(vi) It is desirable that financial c*onc*essions spoken of in the ques- 
tionnaiie should be gianted in order to stimulate the growth of the co- 
operative movement. 

, Question 7A,— (/) No. 

(ii) Yes, to some extent. 

(Hi) Yes, if gilt-edged securities are given by Joint Stock Banks and 
Xoan oftic^es, 

(iv At present no relation. 

(r) C(>*opemtive (Jentj-al Banks may undertake hundi business so that 
local iiierehants and traders may get cheques (on depositing money at 
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the local Central Banks^ for eiicaj^hineiit at the Provincial Bank at 
Calcutta. 

QUdStion 7B. — (?) The rate of interest has generally decnnised. 

(n) Co-operative Credit Societies have replaced professional money- 
lenders of this district to some extent and it is said that some money- 
lenders have a<*tually deposited money in the Co-operative Credit 
Societies. 

(Hi) Illiterac'v of the masses. 


Part II. — Indigenous Banking. 

I am not avvaie of an\ Indigenous Bank or Ihinker in Ihis district. 

In the district of Dacca, however, this class mainly consists of local 
money-lenders known as Poddars who form, so to say, the life and soul 
of petty iradejs in the town and of iig'riculturists in villages. Before the 
advent of the Imperial Bank and joint stmde hanking institutions, tkeirs 
was the monopoly, d hey financed pi'oduets, discoiuiied hundies and 
extended all facilities to trade, taking risks, as they do even now, w hich 
few present day hanking institutions would he ready to acce])t. The rate 
of interest <*harged hy Ih)ddars in towns is usually in exc^ess of the ]>re- 
valent market rate Ivv 2 per (‘cnt. to t] per cent, in lieu of the risk they 
run. That charged i)y Poddars at places of lesser im]>ortan(*e is usurious 
and even lA per (‘cnt. per mensem would not l)e lunisual. In spite oi the 
existing linking facilities Ih)ddars fonn an iniporiant circle and without 
their financial assisfan(*e I f ade of the diffei ent districts would receive 
a grave set-back. Except in the matter of extortionate rates of interest, 
their i*ead.y (rather crude) ways of dealing are |>e(*uliar]y suitable to 
their clients, who would mtuh rather deal with them than with joint 
stock hanking in^titutiofis, avoiding thereby the elahorate forms and 
formalities of the latter. Wlrilst hy virtue of their greater resour(*es and 
wider functions, the Joint Stock Banks must nei-essarily have a position 
of preniier iTnjH)rtance. indigenous hankers should receive the cognizance 
they deseive, and it is desirable that they sliould have the ofipoit uni ties 
of identifying tliefuselves witli the Imperial and Joifit Stoc k Banks n>ore 
closely than at present, foianing thereby a c-onnectiiig link Ifctween 
Banks on the one hand and agriculturists and small tracleis on the other. 
This, liowever, cannot ])e aedfieved by legislation. l)ut by mutual good- 
will, trust ami ccmfidence in one another. 


Part III. — Investment Habit and Attraction of Capital. 

Ill almost all countries in the world theie existed in greater or lesser 
degree the habit of hoarding gold and silver when the agi ic uitural 
labourer and other classes were illiterate and less educated, and had no 
means or fac ilities available to profitably employ their savings. This 
habit has been fast disappearing in many c*ountries due to the inirocluc. 
tion of primaiy education. Better ideas now prevail. 

The agricultural class, as a w^hole, are ignorant, f*onservative and 
heavily indebted to money-lenders. By the spread of pi iiiiarv^ education 
in our province and by extending facilities for investment at their door, 
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the masses, in course of time, may confidently be expected to get rid of 
the hoarding habit. The social and religious customs prevalent among 
the edu<!ated as well as illiterate classes are responsible to a considerable 
extent for tlieir going in for unproductive investments in gold and silver. 
Heavy exf)enses ure im'urred during social and religious ceremonies and 
gold and silver are fi’eely made use of for the purpose of being 
converted into ornaments. Debts incuired on such oc-casions at pro- 
hibitive rates of inteiiist further reduce the saving capacity of the jieople. 
It is the x)ermaTient duty of the social reformers to improve matters by 
preaching' correct ideas reg^arding social and religious rites and customs, 
which is sure to go a long way towards improving the financial (condition 
of the people. 

Modern banking and investment lial)it is of veiy slow growth, the 
main reason being want of educalicm among the masses. It will not be 
p<.)ssible for them to give up tlieir hoarding habit unless they understand 
tliat tliey (‘an safely and profitably deposit their money witli banks or 
invest them in (Government securities or in industrial concerns. 

In small towns and villages people have facility to deposit their 
savings with a post office, which in many cases is located at a consider- 
able distam^e. Being not literate, they can haidly appreciate the neces- 
sity of the formalities for deposits and withdrawals, wdiile thoise in 
charge of jiost (vffices — alive to their own responsibilities — insist on all 
such formalities, and this instead of attracting deposits with (Govern- 
ineni tliixiugdi post offices or (hi.sh OHificates, scares away the villag*ers, 
who ar(^ forced to convert their savings in gold or silver or to entrust 
them to the village money-lenders. The trust in tlie money-lenders is 
principally due to his being able to return their moneys, whenever 
required, without any fonnalities. 

(.'ompulsory education among the masses and greater opportunities to 
deposit their savings should lie instrumental in bringing out the hoarded 
w^ealth. It will take years for the enormous wealth buried underground 
and i^tained in the form of jewellery to be drawn out and profitably 
invested for the development of the couniiy's resources. It will be 
through the Banks that this hoarded wealth will be made to circulate 
for the benefit of the count ry\s trade, commerce and industry. 


11 . 

Mr. Kalipada Maitrav Subdivisional OfRcery Arambagh, district Hooghiy. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — Before I proceed to describe the present system by 
which the agi icultiii ists in this subdivision obtain finance, I venture 
to add a preliininarj" note. This subdivision is so v?ry isolated and 
inaccessible that the conditions prevailing in this area are still primitive 
and the people are so very conservative in thi?ir ways that they are 
hardly affecded by any wave of industrialism or banking. Agriculture 
as a profession is still pursued by many Brahmins, Kayasthas, Telis, 
who along wdth the Sadgopes, Mahisyas and Bagdis (*heerfully look 
after their own lands and, if need be, help in sowing, haiAesting and 
even ploughing. They store up the w’hol? of the produce and dispose 
of them not at a time but as occasion demands. Almost every good 
cultivator with sufficient lands has got granaries of his own. There 
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are 3 or 4 families which ran boast of having over Es. 50,000 worth 
of paddy stored. This wealth is almost indestrueiible. The paddy in 
the “ moral (granary), as it is made here, eanuot (‘atch fire. There 
is no Nor’wester here to break Ihe tnonii and s(‘atter its eonlenls. 
Even a thief cannot take niucli at a time. When a cultivator is in 
need, he sells several maunds and meets his want. He does not sell 
his whole stock at a time. Nor is there any railway or stearnei* or 
g(K>d cart roads for transport of the whole stock of a big cnltivafor at 
a time. If 70 per cent, of the population live on agriculture, a good 
30 per cent, have got their own slock of paddy. Of Ihe remaining^ 
40 per (‘ent,, 15 per cent, make their two ends meet at all times. The 
difficulty is with tlie remaining 25 pev eent. or a fourth of the entire 
population. Th\^y have g(»t no stock to tall back upon in limes of 
need. They are horrowing in non-harvest time lo pay Ijack again 
idin harvest. There vis noc. professional beggar in this subdivision. 
There is a genenil dearth of agricailhiral labourers and Ihe SantJmls 
from the neighbouring district of Baiikiira supply the w^uil. 

If the people are lirrifty, it is heeause the local (ircumstames 
demand it and force tliein to this thrift. The low-lying lands aiv so 
nnndi affected Iry the floods that thoy can hardly reap tlue(\ if uot 
iw^o, consecutive Ivaivests successfully. So they must provide tlicm- 
selves against the rainy day. The uplands are rather liarren and do 
not yield niucdi unless the soil is h/^avily manured ui a grc^at cost. 

(/) (a) arul (c) llecuirring expenses of cultivation, i.e., labour, 
manure, rent, etc., they meet by sale of tlie ac'cumnlated stock of paddy 
or borrowing from the more solvent and thrifty neighl^ours. (Co- 
operative movement was unknown liere two years ago. Only a begin- 
ning has now' been made and it will take a long time before this 
movement ( an gain a footing here. 

(5) No i)ennanent imi)rovements have been attempted by the agri- 
culturists individually. There are embankments which are built and 
maintained l)y the zemindars or l>v the cojubineil labour of the 
tenants themselves. No capital has got to he raised for tiuit. I'Jiere 
are, of (ourse, (*ertain urgent productive schemes iTMjuiring capital 
but they (aiiinot he taken in hand as they affect the tenants not individ- 
ually but collectively, e.g*., irrigation tank scheme. Kven if finance 
is made available to the people tlirough the Central Co-o])erative Hank 
the people wont combine, partly out of ignoranc e and paitly out of a 
w^ell merited distrust for their neighbours. 

(ii) lioans are of two kinds — (a) paddy and (h) cash. 

A inaund of paddy taken before harvest wdll carry an inteiest of 
10 seers if paid after the first winter harvest and of seeis if paid 
after tli? second winter harvest. The interest is added to the principal 
after eacdi year. 

Rate of interest on cash advances vary according to the amount 
ndvan(‘ed, nature of security and period of the loan, etc. Professional 
money-1 cUiders wrill demand Re. 1-9 to Rs. 2 per cent, pei- inontl) up 
to Rs. 100 and Re. 1 to Rs. 2 for sums above Rs. 100 if tlie loan is 
taken on the security of gold, silver or land. The rate of hatchitas 
and handnotes is at Re. 1-9 or more per month. Other unprotec ted 
advances bear an interest at Rs. 2 to Rs. 3-2 per month in c ase of 
persons who have got no means of repayment. In vxine of pcusorn 
who have no real property of their own the rates rises yet higher 
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There are Kabuli luoney-leiulers who realise annas 2 per rupee. But 
only insolvents and speculators take risk and the Kabulis know how 
to realise their dues not throug-h the Courts armed with powers under 
the Usurious Loans Act but by the help of their inseparable vade 
mecuniy the thick clubs wlii<*h they rarry. 

The percentage of secured and unsecured loans to the agri(‘ulturists 
here is half and half — taking into a(*count the paddy loan in calculating 
the total. 

(Hi) In course of the last 5 years, (lovernment advanted lis. 9,000! 
The money so advam sd was utilised by the agriculturists not for any 
bona fide agricultural purpose but simply to feed themselves in 
emergencies, No advances liave been made by the Imperial Bank 
of India. "Inhere are no Joint Stock Banks or indigenous Banks in 
this area. Twenty Co-<jperative Kural Banks with a Central Co- 
operative Bank have (*ome into being lecently. Tliey have advanced 
some Its. o(f,()00 up-to-date. The existence of this financial agency is yet 
to be felt by tha agri< ultiirists who are still in the grij) of the, pro- 
fessional money-lenders. As the in(*ideiK*e of indebtedness in this 
inaccessilde region is hot yet high and the rate of interest still rules 
rather low, the professional money-lenders here with all the faults 
inlierent to their class are not really so veiy black as they aie found 
o)* painted elsewhere. The credit foi* this, if any, is due not to tlie 
virtues of these professionals but to the peculiar circumstances of this 
unchanging and (‘onsei vative area. No compani trading in feitiliscrs 
have succ eeded in })cneti at ing into tin’s aiva and to leave* any agency 
here. 

(ir) An estimate of the total amount of capital reejuired to finam^e 
the I'equitements of agriculture is now more a matter of conjecture 
than of mathematical calculation as there is no {*orrect data to work 
upon. There aie ()8,9d() families in this subdivision and I have said 
that 25 j)er cent, of tlie total need financing. The incidence of their 
need varies also. Itouglily calculating the average need at Ks. 150 
per indebted family, the total comes to Its. 25,86,3()(). Now this total 
is the total on all heads irnduding (‘osi of litigation, marriage, sradh, 
rent, house-building, etc. If tliis total is to be reduced to the head 
of agricultuje only it will have to he rediued to an eighth or to 
Es. 2,23,287 or less than Its. 2 per head of the agiicultural pojiulation 
(leaving aside 30 per cent, of the people wlio are not agriculturists). 

(r) Hiis ([iiesiion as framed is difficult to deal with for an area 
like mine, where the cultivator has g(jt one general fund out of which 
he pays his rent, buys liis manures, pays the Santhals for their labour, 
builds his house, pays his deVdors, grocer and clotli su]q>Her. Wfien 
he borrows, he borrows to replenish this general fund. The first and 
foremost charge on land is its rent. But it is not paid till the last, 
whereas the grocer and the (doth supplier's bills are in practice first 
paid out of the agricultural income. The first need is separation of 
fipanees. 

The first defect in the present system of financing agriculture is 
the absem*e of any State or Public Agern^y in advancing money. An 
ajgrricultinist in his enil)arrassment does not know whom to ai)proach. 
He is driven to the professional money-lenders who begin haggling 
over the rate and terms. The more needy a man is, the greater is the 
rate to which he agrees to submit. I would advocate starting of 
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experimental land mortfrage banks by the State or extension of co- 
operative ino^vement on more practical lines. I venture to think that 
the present policy of the Co-operativ? Department will have no ])la(H> 
in an area like this where setiired loans aiv still available at Ite. I 
against a rats of Re. 1-1 of the Co-operative Rural Ranks. The 
principle of unlimited liability is (piite good in itself bul as there is 
no means of realising the dues of an undesirable m^mvber by tbe certifi- 
cate procedure, there is a consideralde reluc'iaiice among the honest 
and solvent people to join the co-operaiivo movement. 

(ri) Tlieie is no (o-oidination among the various agcmies. 

Nor can there be any so long as one agency vies witli another ifi tlie 
race of raising the rates. What is wanted is a net work of Tliana 
Banks organised and financed by the vState out of a dehenture loan 
raised for this specific pinpose so that the agriculturists might get 
their loans at a rate not ex(*eeding 9 p.^r (‘ent. 'I’he yiresent money- 
lenders will liave to be giveti a chame of investing their money in 
these banks at a rate of 0 per cent. While the operation of tliese 
State Banks will l>e limited to the cases of loans on security of landed 
pnrperties, the scope of the (k»-operative So(‘ieties should he limited 
to loans on the personal se<*ujity of the co-villagers on a: joint liability 
basis. The piivate moT\ey -lenders may be left free to advance to tliose 
wlio (‘annot pledge either tlieir real property or c*redit and security 
of their co-villagers. It is by this process of division and distribution 
of activiti‘s and co-oi*dination of energies that some result can be 
achieved. T will dilate m\ point in <'onne(*tion with my scheme of 
I.aiid Mortgage Banks. 

Question 2. — (/) Tlie principal crops in this area are (1) paddy, (2) 
potato, sugarcane, (4) onions, garlic and other vegetables, and (5> 
jute. 

As already stated, absence of rail or steamer or even regular cart 
service is a great impediment to ag*ri<*ultural transjion. The sale 
price of these commodities differs at the rate of at least annas 8 ])er 
mauncl from the rate at Cbampadaiig'a or Taikeswar, the nearest lail- 
way terminus. The cultivators do store up the paddy in granaiie.^ 
and sell them (hiring the laiiis when tbe floods come in and boats ])cg‘in 
to jienetrate into tl»e interior. But potato is perislialde and is not so 
held up and for ibis want of transport faciliiicvs, the taimers sufier 
at annas 8 per maund. 4'he cas* of sugarcane molasst's is worse. Tbe 
cost and risk in its transpoit are greater. The cultivatois lose at R(\ 1 
per maund. It (‘annot be held up till llu^ rains for it will ferment. 
Onion, garlic and jute are held up oidy if theie is sufficient accom- 
modation for their storage. But the other vegetaldes aie wovs * tlian 
]X)tatoes and are to be disposed of more quickly. 

(//) So long as the prolilem of agricultund transport is not solved 
co-operative effort in marketing the produce* will be liaidly suc(*essful. 
In case of jiaddy, Co-operative Sale Societies can (*ertainly be organised, 
but, as stated in my preliminary note, there is a (onsiderahle dis- 
inclination among the cultivators to dispose of their stock of paddy 
which is their indestructible Avealtb and which they would insist on 
presejwing against a lean year. Still T think there is room for 
activities in this direction though the margin of profit, in view of the 
difficulties of transport, may not be tempting. 

(m) There is no Co-operative Sale Society in this area. 
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{iv) What are required here are transport facilities and not so 
much of credit facilities. 

{v) Does not arise. 

{vih) It is often asserted that a jute grower in Bengal does not 
get the full value of his produce in India on account of the speculati've 
buying and selling activities of farmers or companies who deal in 
ihe export trade and on account of the control of prices of these and 
other bodies. I am inclined to believe in the truth of this assertion. 
But my own eviden<*e on this point will be of the nature of a hearsay. 
In 1914, I was at Narayangaiij and saw jute selling at Rs. 3 to Hs. 6 
per maund. No l)uyer would offer a higher rate. The Eastern Bengal 
cultivators arc not thrifty; so they had 1o sell away most of the stock 
and did not get the value of their labour even. But I am told that 
the mill owners and balers made a great profit. This was of course 
in war time. But I am told tliat even after the termination of tlie 
war the same pirxtedure Avas repeated though the producers A\'ere given 
a bit more. Tlien again as the speculat(»rs make a forward conti*a(‘t 
even before the jute is grown they send out their beparies and micldle- 
men who go round the needy (uiltivators and make advances on the 
condition of iheii’ selling their prospective (lop at a very low rate. 
This is quite legal and in a way helps the cultivators in time of dire 
need Imt it deprives them of the full value of theii* crop in tlie end. 

This is a big affair and the solution is not easy. Jute Sale 
Societies, if organised properly and worked by honest peoj)Ie, ought 
to g“o a great way in mitigiding the hardship. 

(rm) Money-orders, supply bills and hiuidis are now the jmncipal 
facilities for internal remittances. 

(i,r) Fee or commission for transmitting money-onlcrs is very higli. 
It ought to be halved for sums exceeding Rs. 100. Excepting the big 
Euro])ean inerehants very few aA^ail themselves of the supply bill 
facilities. It may be made issuable from and payable at vSub- 
’ Treasuries at a rate not exceeding the cost of sending per insured post. 
One Central Co-operative Bank should be allowed to draw l)ills on 
another Central Co-operative Bank, if not on a Treasuiy or Sub- 
Treasury, tlie rate of premium being the same as fee for postal 
insurance. 

(xi) Not beyond what I have said in reply to (rr). 

(xiu) I would certainly prefer to see the hundis on standarised 
printed forms with one anna stamp embossed in the shape of the old 
Bank cheques. These iion-judi(‘ial stamps may be issued from all stamp 
depots to the local stamp vendors or through (he Post Offices. 

{.vrii) 1 know only of bills of lading and ehallans of well-known 
merchants. 

(xvin) I have not lieaid of any Inland Steamship Navigation 
Company issuing a bogus receipt. But my experience is limited and 
pe/haps out of date. I would, hoAvever, note that if any one wants 
to cheat or defraud another there are various ways and bills of lading 
oven of Eastein Bengal Railway and East Indian Railway might as 
well be fabricated. 

(xi.r) I have no idea of the system of licensed warehouse as pre- 
vailing in the United States of America. 

(;rr) Does not arise. 
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Question 3. — (/) and {ii) The value of the lan<l on this area, as ir 
many other areas, differs not with the crop hut with the pjodiutivitv 
of the soil, irrigation iaeilities, rent eharges, et(‘. An acre of best 
paddy land now will (‘ost Ks. 700 hut the same area of land growing 
a poor paddy crop (an be had for Its. To. The latter will yield 7 or 
8 inaunds of paddy a year, landlord charging Its. 24 as annual rent 
(1 doubt if th:^re are such high rents anywhere else in Itengal excepting 
in Howrah). But the former is rent-free or held at a (]uit rent ami 
will yield some 50 or 60 niaunds a year. Taking into consideration iha 
eapitalised value of the rent paid for the land yielding only on:^- 
seventh of the full crop, the (‘ostly land will be found to be very 
cheap. Similarly potato fields yield from 60 to 210 mainids per acie 
according to th? quality of the soil and its inigation facilifi.^s. 4’lie 
poor soil of the Trans-Darakeswar area will only prodiue (ounljy 
potatoes pricked at Be. 1 to Be. 1-8 ]>ei‘ inaund whib^ the spill aiea 
of the Dainodar will yield best Nainital varit'ty. 4'he value of the 
produce in one case is Bs. 75 while it is Bs. 680 in the otluu*. So the 
sale ]>rices will naturally vary from Bs. 90 to 900 per acre. T doubt 
if land valu?s differ so widely in other areas. 

Tliese are of course the values when settled by ]»rivafe negotiations 
and under normal conditions. 

Question {ii) (a) is rather loovsely worded. If it means sale for 
arrears of land revenue 1 wtuild say that lands in Bengal are hardly 
held by tlie proprietors in their khas possession (excepting, of course, 
in N()al)ad areas of Chittagijug'). So these levenue sales do not prove 
anytiriiig in areas whore there are no peasant proprietors. If the t«‘rni 
revenue has been put loosely for “ rent ” payable by the khas. 
mahal raiyats the question will I)e moie intelligible. But the khas- 
niahal area in this disiricd as in most otliers (barring Midnapore. 
Bakarganj, dalpaiguri, Chittagong, Noakbali and Faridpni) is so small 
and unrepresentative and actual sales under the Bulilic Demands 
Bocovery Act are so very raie that there are no available data to fortn 
the basis of calculation. Nor (an the sales in execution of Civil 
Court decrees form tlie standard of (alcnlat ion. If the sab* is held 
ill exemition of a money deciw if may not fetch the real value, tor 
the land might be already mortgaged twice over. A sale in execution 
of a real rent decre:^ will certainly be a bit more conclusive but there 
might })(* an occupancy under-iaiyat for tlie area. Then again if the 
r>"ot^s homestead is in the same holding very few persons will Irid 
freely at the auction. So I ventura to think that the revenue, (ertifi- 
eate and Civil Couit sales can never form tlie basis of cab ulating the 
land values. 

Question 4. — (?) Now there is no more legal impediment to mortgage 
holdings of occupancy raiyats hut the non-occu])ancy raiyats and non- 
agricultural tenants are not still free unless there is a positive contract 
permitting them to mortgage, 

(ii) The amended Bengal Tenaney Act by legalising and validating 
th? sale and mortgage of oecupancy raiyats and under-raiyats has 
certainly ensured the position of the purchasers and mortgagees and 
has thus stabilised the credit of the agrirrulturists, l)ut in many areas 
landlords including Government (Contai Khasmahals) never charged 
any transfer fe? before. As the purc*hasers will have now to pay this 
fee and other incidental fees the net value of the land will suffer and 
with it the credit of the agriculturi.sts will fall comparatively. 


7 



98 


{iii) The smallness and fragmentation of holdings certainly 
diminish their value. It has been the bane of our land system. But 
the amended Bengal Tenancy Act by facilitating exchange of land has 
paved the way toward.s their consolidation and consequent increase 
in value. But I am not clear how it can stand in the way of establish- 
ing long-tenn credit institution.s. Let me take a concrete case. A 
morfgage.s his one bigha plot to a bank for a period of 30 years. In 
course of this period A die.s and his ten .sons subdivide the plot into 
ten small sub-plots of 2 cottah each. A 2-cottah plot, if purchased 
by a third party, will hardly fetcli one-tenth of the value of the whole 
plot. But to the Mortgage Bank (he whole of the one bigha forms 
but one unit for which all the sons and grandsons are jointly liable. 
If it is to be sold at all the whole of it will pass at a time. So I for 
one do not foreisee any difficulty. I’he supposed difficulty might arise 
in case of a short-term loan, say for 5 years. A Muhammddaii dies 
leaving seven sons and seven daughters and two wives or 16 heirs and 
if they proceed to subdivide the land the difficulties and disadvantages 
will be greater and not less. So I do not quite see the point. 

(iv) There is no Land Mortgag? Bank or any Agricultural Banks 
save and except the Co-operative Ilanks recently started. 

(r'l Does not arise. 

(r/) In my reply to ((uestion 1 (ri), I liave urged the neces.sitv of 
starting Innd Mortgage Banks organised and financed by the State 
not only to facilitate agricultural finance but to curb tlie nefarious 
activities of the professional money -lendei-s who pitch their jate of 
interest to any amount. I would have such a Bank for each Revenue 
Thana (or police-station wherever necessaryb TJiese Thana Banks 
would finance the agriculturists direct at 9 pei' cent, per annum. This 
low rate by itself will attract the cultivators who will thus (ease to 
go to the professionals. A cultivator will be fij-st heljied by these State 
Banks to pay up his previous mortgages, if any, re-mortgaging all to 
the State Bank which will make necessary' advances for the purpose. 
It may be argued that a rate of 9 per cent, as ]uoi)osed by me is too 
low to make the bu.siness paying. But the primary object is not to 
make a lucrative business out of it by ousting the professional money- 
lendeis but to help the agriculturists and to help them on such teniis 
that the State may not lose by it. It is perhaps not difficult for the 
State to raise a debenture loan at 5 per cent, to 6 jwr cent, to finance 
these Banks experimentally. The margin of 3 per cent, to 4 per cent, 
ought to cover the working expenses of these Banks and also to make 
up for the loss, if any, in exceptional cases. These Banks should be 
authorised to take deposits fr«>m the local nion.iy-l“nders at a rate not 
exceeding 6 per cent. This will go to a gjeat extent to placate the 
professional money-lenders. Thes? Banks should not. however, advance 
to those who have no lands to pledge for the purpose. The Co- 
operative Beiiartment might take charge of such men. I would add 
that unless the Land Mortgage Bank movement is made a pure State 
business, at any rate to start with, it won’t inspire sufficient confidence 
in the. investors, debenture-holders and the debtors. When the bu.si- 
ness is firmly established and its success is known to all, Government, 
if nec.^ssary, might withdraw from the field leaving the same in charge 
of the co-operative workers. 

(n'fl (a) Unless the record-of-rights is revised once in a generation 
it i$ of no value for the purpose. The records of Bakarganj district 
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finally published soms 25 years ago are now almost out of date. Cost 
of this revision which is necessary for revenue and other purposes 
should not, however, certainly be debited against this I^and Mortgage 
Banks. The cost should be apportioned ai^d borne as in cases of 
Be<visional Settlements in lihe periuauently settled districts in the 
province of Bihar and Orissa, 

(h) It is certainly necessary to simplify the process of foreclosure 
and sale. The outstanding demand unpaid is a public demand and 
should be recovvued as such under th » IHiblic Demands Becovevy Act 
which may, however, l)e amended to shorten the period now allowed 
for objection, etc. 

(c) A reference to the record-of-rights cnight ii(»t to cost anything 
for the following reason. One complete set of recoi'd-of-riglits is now 
kept in the vSiibdi visional Offioer's office and a not her set in the Munsif's 
Court, In practice they aiv hardly (*onsuIted by the Munsifs. In 
fact, they cannot look into them legally if a c ertified copy is not tiled. 

I would transfer this set to the Thana laind Mortgage Bank. Similarly 
registration of records, i.e., the Ixuids, need not cost anything if the 
otiiccr in charge of the Bank is apjiointed a Sub-Hegisl rar c.r-o/Ac/V; 
for tlie purpose. Then again, if anything is s|)ent in litigation ag-ainst 
a defaulter it will lie realisable from binv. It is not clear why the 
burden of cost will fall on the good const ituenis of the Hank. 

(vii'i) As already stated, I would tiiianee tliese Banks out of a 
delientiire loan of 5 per cent, to G per cent, raised by the Brovincial 
(.Tovernment on the bypotbec ation of the l^rovimdal llevenue. I would 
accept local deposits at a higher rate than deposits of recognised 
bankers. 

ii,r) As said before I would make it a full-fledged State Bank and 
a concern of the State. If the work devolves upon, the I^rovincial Co- 
operative Bank or even the Imperial Bank they would not agree to 
advance to (he individuals at 9 jier cent. If a liigh<u’ rate is fixed th(» 
whole object will be frustrated. So these debenture loart l>f)nds mu‘^t 
have the sanctity of (tovernment promissojy note witli llu» only 
difference that the Provincial and not the Central (tovernment will 
be responsible for this affair. 

(,r) and (ri) I have already outlined my proposal and I have said 
it the money is raised at 5 per cent, to (1 per cent, and given out at 
9 per (*ent. it ought to leave a sutiicieni margin to cover working 
expenses and loss. If tlie lute is higher than 9 pci* c-cnl. the Hanks 
wonM prospei*, at any rate in this area. The condition of jute-growing 
and unthrifty Eastern Bengal is rpiite diffoent. Peihaps it is j)ossible 
to fix 12 per cent, rate there but there ought to b:^ a fixed and uniform 
rate for the provin(*e as a whole. 

(.tit) I would keep the State Land Mortgage Banks and Co-ox)erative 
Land Mortgage Banks quite separate. The latter may invest money at 
5 to G per cent, but nothing more for the present and as already indicated 
under (ri) tliese co-operative Banks might be called upon finally to take 
over these Land Mortgage Banks from the care of the State. 

(.riii) I would strongly urge the adoption of my scheme of the State 
Banks for I^and Mortgage as indicated above as disiinguished from the 
proi>osed scheme. 

Question St — (?) The statistics of agricultural indebtedness were 
collected by the late Mr. J. C. Jack, Settlenu'iit Olficei* of Faiidpur, in 
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course of the Settlement opeiation in that distiict. The fig-ures were in- 
corporated in his hook “Economic Life of a Bengali District.’’ In con- 
nection with the Settlement operations of Nadia district, economic survey 

was undertaken in respect of certain particular villages only. 

# 

{Hi) and (//*) This tM-ononiit* sim’ov can only be aiian^ed in coniiee- 
tion with the Settlenienl operations of a districrt when fhe Kaniinoo ^^oes 
from house to lioiise questioning the householder on all points. But 
the liouseliolders are not bound by law to diselose ibeir iiulel>tedness or 
to si)eoitv details. AVhile a cultivator’s toUiI indebtedness may be 
roughly estimated by questiouing his neighbour, the details contemplated 
in (juesiions {Hi) and (// ) will not be available unless the cultivator 
himself supplies them. Then, again, to specify tlie purpose of a parti- 
cular loan is not always p(^ssible for the cultivatoi himself for, as said 
before* in reply to ([iiestion 1 (/;), the (‘ulfivatoi has a general fund to 
iiietvt all liis needs. When lie borrows he boirows to replenish this 
geiiejiil fund. The expenditure on litigation, maniages and social 
occasions (*an, of course, lie ditferentiated in most cases. 

(/’) This <*an only be answeicd if and when the economic surve^ is 
made. It will no doulit be found that the debt is largely due to the 
indigenous banks and professional money-lenders. 

{vi) Tbe agricultural indebtedness is ciutainly on tlie increase. 
The cultivators liave of late created many demands for themselves. 
U’hey cannot always meet them from the sale luoceeds of their crops, 

{vii) '.riie ofieralion of the J^and Impjovenient lioans Act is not known 
to this area. Agiiculturisls’ Jjoans Act is in practice applied in times 
of scarcity only. 

(/*///) ^I'he operalitins of the.se Acts, when applied, aif ceitainly veiy 
prompt even now. Tlie only diffkulty is that it is not pos>il)le to get 
enough for the purpose out of the ordinary Provincial Itevenue. 

(/./•) Yes, there aie Kabulis here to advance to those wlio Iiave no 
credit of any sort. ’Ihese indispensable scoundiels advance at an interest 
of annas per rupee jier month. They do not, rather cannot, ( oine to 
Court for tliey believe in the “Jaiw of laitlii.” 

(.;•) Theie is a nionev-leuder here of the name of ((/) Hem Chandra 
Bay who advanced Bs. TP to one Cjieudia Nath Boy at G pies per rupee 
j)(*r montli. The man could not jniy up in 7 years and after that term 
a fresh bond was taken calculating the accumulated interest as capital. 
After 4 yeais the bond was again renewed; still the man failed to jtay. 
The bond was renewed afresh. Hem Bai then sued ths debtor in Court 
and the ( •ourt could not but grant a decree for the amount sj)ecified in the 
bond together with 12 per cent, interest on the principal mentioned in 
the last bond. The total amount decreed came to about 700 rupees in 
7 *1-4 + 3^ 14 years’ time. 

(b) One Amrita Lai Mukherjee of Nabasaii lent Ks. 200 to the nephew 
of my orderly, at 24 per cent, per annum with compound interest every 
quarter. In eight years’ time it has grown Rs. 1,200. 

(r) Amrita ’s brother Mali lent 4 inaunds of paddy worth Rs. 12 to 
a Bagdi. The condition as usual was that if not paid, it will grow 25 
per cent, each year. In eight years’ time it has mounted up to 24 
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maund^. He now denumds value of 24 maiinds at Es. 4 per inauiid. 
or Es. 90, i,e., eight times the value in eight years. 

(,r{) Act X of 1918 has no application in ease of the old eontraets 
superseded by bonds taken 0 years ago on fresh terms as shown in the 
ease quoted above. The Art is liardly used by the Courts pailieularly 
when tlie creditor and deljtor come to lernis and file a Solenaina agreeing 
to instaliueuts. The ])r(cvisions of the Act are diseretionary and not 
luandatory. 

(,rit) Yes, in tlieoi v. 

(.liii) Yes. 

( /vr) In noinral times the eultivator liantly needs help to get his- 
seeds excepting tor special mops. These seeds hardly cost imndi and are 
readily available. Xo sperial action appears to be netessary. It is 
diftieull to arrange for snpi)ly of paddy exc‘e])t on a eo-oj>erative Imsis. 
But tlieie is every risk in the tiaiisaetion. It is perhaps imn h l>etter 
that the (‘ultivatois would take advaiiees in cash and make thrir own 
airangernents for purehaj'e of paddy which is available every wlcere. 

tar) Twenty-five i)er cent, of the principal if given hack altei the 
fi?‘st harvest. In the sec'oiid year the interest is added t(} the principal 
and 2o of the total is charged and the same juorcss of addiiig the inicMest 
to tlie ])riiicipal goes on. 

(.cri) The rates vaiy from Ee. 1 to Es. 2 ]H‘r 100 }'U|)ee per nKUilli on 
secMiied loans. For unseciired loans it varies and goes up to Es. y-2 p(‘r 
liioiitli or per cent, per annum. I’he Kabulis as stated c harge annas 2 
per iu])ee per month or Ee. 1-8 per rupee per ycuvr, i.e., 150 per cent. In 
most c ases (he interest is added to th(‘ priiicijad after a year or (> months 
and in Jare cases cnery (juatter. I’he slirewd monc'y-lcMHlers nevcu* ask 
tor re|)ayni(‘nt luit get a new bond and the money goes on accmnulating 
and they c once lo Court w hcui the ])ie\ icnis bonds a;e beyond the reacvli of 
the (/ourt under Jboviso (i) to sectio?* 8 of Art X of 19 bS. Of rcmrse, 
many pay up ])unrtua]ly ol their own arcord sometimes against the 
wishes of tlie money-lenders. In many eases again, the debtors are more 
(lever and Nirioiis than tlie rreditois and suer(*ssfiilly establish plea 
of payment in ('ourl thotigh in rcsility thc'v never jiay. Soin<*tinies, 
again, tlie creditors are almost at the meiey of the cb*btois. There* are 
two sides of every shield. 

i,rrit) ('ertainly lands are passing more* ancl moie into the liands of 
tlie money-lenders. IMic* amendments of the Ihuigal Tenanc y Ac t will 
facilitate this all the more. It is feared that a geiieialion henee a good 
percentage of tlie present set of tenants will be found tilling their own 
lands on halt the piculure system under their money-lenders or auction- 
pin chasers. Tliis is jierliaps an inevitable rorrollary to validating the 
Eaiyati sales coupled with repeal of scu-tion lO and amendment of the 
definition of a “tenant.'’ This will ha|u>en all the mou* in Fasiern 
Bengal where the eiiltivators are not thrifty. 

(xi'iii) This proc ess has just begun or is about to }>egin in an appre- 
ciable degree but that is no reason why tlie cultivator should not take 
the same care for his land as before. If he neglects his land the 
purchase money will l)e less. So it is in his own interest to improve the 
land so long as he holds it and a price for it. 

Question 6« — (I) (o) There are 22 rice mills: 19 wuth oil engines and 
3 wuth steam engines for paddy husking in this area. 
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(6) Our.in;aking is going on in almost every sugarcane-growing 
village. There are 10 to 20 sugarcane-crushing apparatuses in each of 
the more important villages. 

(ii) 01(1 and (xmservative as I am, I, for one, think that these rice 
mills are doing some harm to the couiitiy women folk. Tl)ey have given 
up paddy husking hut have not taken up any work instead. It is putting 
a premium on their growing laziness and incapacity. The Department 
of Public* Health are of opinion that the rice made by these mills have 
brought beri-beri. 

(///) Lac manufacture, rearing of silk worm, rope making, gardening, 
etc., might |)reseiit new fields for their activities in the slack season. If 
possilde, they might take up spinning and weaving to make their o\«rn 
dliuties and sfiaries to clothe themselves. 1 have seen my grandmot her 
and even niy inothej* to spin. Not long ago I saw the motlu^r of an 
I. C. 8. to spin and weave l>er own vsliari. The women in the countryside 
can (*ertainly follow them. 

(iv) These cotton industries will luirdly need much capital. If it is 
at all nxiuired ii will have to he secured in the way plougli cattle and 
manure are purchased. 

Question 6A« — (i) There is no coinTuon process. Different means 
have been ado])ted in different cases: raising of capital on share basis, 
borrowing from Hanks and advances l)y the organisers and speculators, 
etc. Hut 1 do not kiicov of very many sm h industries which have sur- 
vived the first effervesceiu'e of enthusiasm of the promoters. 

(ii) It is a big problem after the failure of the State Aid to Industries 
Hill. 

Question 6B. — (/) There is no special facility. In fact they are 
under a disability and have got to subTuit to higher rates of interests 
,(*ompare(l with tlie ruiyats, 

{it) They borrow for all sorts of emergencies — marriage, education, 
household re(|uirem(mt, etc. The unsecured loans always bear a higher 
rate of interest. Hut it is not more than double ordinarily, 

X^v) Indebtedness is generally on the increase on all sides 
excepting perhaps aJiiong the fishermen who have now learnt 
to combine and to aim at a monopoly and among the educated 
sections of the so-called backward (Miininunities. The more 
the backward (‘lasses are getting edmation and entering smvice and 
juofession, the more of the middle class gentlemen are being ousted 
adding to the list of unemployed. So amongst the middle classes in- 
debtedness and miseiy are gu’owing acute and with them a spirit of 
despondency and disaffection. 

Question 7A« — (/) Co-operative Hanks have been recently started in 
this area and as usual they are meeting with tlie opposition of the 
interested money-lenders. The existen(*e of these Banks have already 
produeiad a moral effect. The professional money-lenders have already 
moderated their tone. 

(it) It is too early to pronounce any opinion yet. 

{in) As unsecured loans are available here at Re. 1 per Rs. 100, parti- 
cularly if the amount advanced is over Rs. 100, the Co-operative Societies 
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rate of Re. 1-1 is not tempting* enough for the cultivators to combine and 
to take the risk of a joint and unlimited liability* Then again so long 
as the rural societies are not authorised to realise the dues of an 
undesirable or bad defaulting member by duress there (‘an be but little 
progress fi^om the point of view of banking. It may be a bad co-o|>erative 
principle but it has become necessary. 


Part I (A). — Loan Offlcas and Joint Stock Banks in the Mufassal. 

Question 7. — There is no loan ofHce or Joint 8to(*k Bank in this sub 
division. 


12 . 

Mr. P. Mitral Sadar Subdivisional Officer, Howrah. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (/) (a) to (c) The agriculturists borrow money for culti- 

vation expenses, payment of land revenue and rent as also in the 
event of the failine of monsoon, from ihe money-lenders living in th(i 
village or in the neighbouring villages. For small amounts, the 
money-lenders take liat-cliittas or hand-notes and wliere the borrower 
has proved bis (uedit no hand-note even is taken. Where the borrower 
is lacking in (‘ledit, registered Imnd is taken and where the amounts 
are considerably large or the money-lender is very cautious, lands are 
required to be mortgaged or ornaments juiwuied. 

The agricnilt mists have neither organisation nor funds for pei-ma- 
nent ini])rovements and wherever any work of iin[))‘(nement has been 
undertaken, it has been done by (Government and the ex})erises Imve 
subsequently b(Hui recovered from the landlords and 1<-nants benefited 
by the works. 

(tV) The rates on inleiest vary from 12 to ])ei (ent. a(‘(‘oiding 

to the locality, parties concerned and the needs of l)orr(»wer, etc. 
Small amounts are bonowed generally for 4 to UKvntbs and paid off 
after the next harvest of paddy or jute. The money-lender lends on 
the strength of band-notes or Ixuids. Standing crojis aie not given as 
security, but the understanding usually is that the loan will be |)aid 
after the (Tops are harvested and sold. 

Secured loans are ap])roximately })0 }>ei‘ cent. 

Unsecured loans are approximately 10 per cent. 

(Hi) There is no organisation here to finance tlie agi icultuiists on 
behalf of the Imperial Bank of India and the joint-stock banks. There 
are no indigenous banks or bankers and the (^)-oj;erative Banks are 
rather few. 

The professional money-lenders are pra(*tically the only source to 
finance the agriculturists, Mendiants and dealers play a small part. 
The cultivators approach (xovernment for agricultural loans only in 
the event of a serious calamity, i.e., if crops fail for flood or drought. 

(tv) Roughly speaking ivipees ten lacs may be estimated as the 
total amount of capital requiied for various purposes in the Sadar 
Subdivision of Howrah district. 
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(r) The spirit of oo-operation amongst the agrieiiHiirists to help 
one another in agricultmal operations and harvest has died in the 
villages. There is almost no co-operative organisation. Illiteracy 
reigns supieme and there is no field for the agriculturists to learn 
co-operative principles. The result is that whenever money is w^anted 
the cultivator has to approach the money-lenders, many of whom are 
unscrupulous. 

Educcation and formation of co-operative credit ijocieties almost in 
each village are required if the <‘oudiiions of the agriculturists are to he 
impn>ved. 

(ri) It has heen observed already that there aie few (‘o-operative 
credit societies ami <liat there are no othei* credit agencies in this area 
except ttie money-lenders. There is no co-ordination amongst the 
money-lenders. 

'rijfue are moneN -huiders almost in every village, eacli liaving certain 
hoi rowers in Jiis f<dd, wJio have little < hance of escaping from his 
clutches. He is anxious for liis hig-h rate of interest and he has no 
concern for the needs of the liorrower. The sitimtion ('an only he 

improved if the money-lenders (‘an he induced to woik (*olle(‘tively h^ 

forming lioan Hanks. 

Question 2. (i) Tlje principal ciops — ric'e, potato, jnte, et(*., are 

taken l>y tlie cultivators in the local hats for sale. ])ealei's in jute 
and paddy generally pinclmse at the doors of (he cuKivators and take 
them to tlie nearest arat for sale. Big' merchants purchase the crops 
from tlie Arat-dars and in many cases the A rat-da rs oi- l)ig dealei s 
tliemselves take the (uops fiom the cultivatois to distant ]da(‘es outside 
the Subdivisions l»y rail or boat. 

Majority of the cOliivaiors are unable to liold wp their crops f*‘r 

better price on account of the ]>ressure of maintaining their families, 

payment of rents and re-])aynient of loans, etc. A j)peaj*ance of dealers 
With casli mom\v at the door is also a factor lliat teni})ts the ciiltiva- 
t(^r to sell. 

in) The possibilities of ro-opeiative efforts in marketing produce 
are great, hut no attem])is liave hitherto heen made in this direc'tion. 

(///) There are no Co-operative Sale Societies in tlie Sadai* Sub- 
division of Howrah district. 

(rr) Foi'ination of Co-operative Sale Societies will prove useful in 
this area. No facilities exist at present. 

(/•/)(>/) The merchants and dealers purchase produce from the 
cultivators either at tlieir doors or in hats ami send them by rail, carts 
or boats to Cahuitta or othei* centres for sale. The financing of the 
export trade of produce is thus done exclusively by merchants and 
traders. 

(vi) {h) Articles, imported into hats by merchants for use by the 
cousuniers in the villages, are principally cloths and articles of daily 
necessity, such as salt, sugar, oil, etc. The shop-keepers purchase 
these things from Calcutta and take them in l>y rail, boats or carts. 
Finally the consumers purchase the ai-ficles fixnn the shop-keepers. 

(vi) (c) Big merchants and traders as well as many shop-keepers 
carry on the export and import trade with their own funds and do not 
experience any difficulty in financing. Petty shop-keepers, w'ho have 



105 


credit, purchase from the big dealers on credit and pay up according: 
to contracts. Others borrow from .money-lenders and carry on the 
trade. 

{rt) (d) It is certain that growers of produce in India do not get 
the full value of their produce. The most importani example is the 
;j\ite trade in Bengali The ('iiltivators cannot hold on in order to meet 
their ne(‘essities and they have no organisation to help them to secaiie 
a better price. Tlie market is accordingly conlroiled by the mill-owners 
and big merchants. 

If co-operative sale societies are establislunl and these societies 
keep information as to prices in foreign markets, a better reiurti to^ 
tlie growers ()f produce might be assured. Tlic societies should pay 
a certain price to the glowers at the time the ivroduce is liarvestcd 
over and the remaining price may be /paid after dis})osing of the 
produ(‘e at the highest jirice. 

i yfi) It seems that the jx^sition ot monopoly that tlie biivers enjoy., 
specially in jute, has something to do with the matter. 

irtti) l*ostal money orders and insured coveis, liesidcs sending 
money liy agent. s. 

Sending inonev by postal money order or insurance, as also by 
agents is ex])erien(‘ed in many cases. When co-operati v(‘ banking' 
siK'ceeds .sutliciently well, chciiue system might be adopted. 

(.?•) to (.rr) These fa(*ilities do not tit present exist in the ruial 
area of the Sadar subdivision of Jlowrali district. 

Question 3. (/) Itupecs ;}00 to Its. I,50v) per a.*re. 

(n) The factors affecting such value are: — 

(1) rent-paying or rent-free lands, 

(2) hinds yielding one or more crops, 

('\) fertility of the soil, 

(4) risks or otherwise of inundation, 

fo) proximity to railways or navigable khals, and 

(fi) proximity to suburban or mill aTeas. 

[a) the value dejieinls on the cixtent of publicity given and the 
degree of local influence the intending bid-Icis liave on the other likely 
bidders. 

ih) Ditto. 

(c) proper value is generally obtained in case of sale bv piivate 
negotiations, but even then it is ruled by the iK'cessii v and ilie means 
of the seller and the Iniyer. 

Question 4. (/) Under the Bengal Tenaucy Aet. i l.tndlord is ruit 
ItDund to reeofifnize the usufructuary uiortga^'ce of an o( ( ii})aucy hold- 
ing. This is an impediment no douht on the pait of the raiyat to- 
uiortg’ag'e his land liut preiierally the raiyats (lo not find any difficulty 
ill moiigag-ing their lands, when necessity arises. 

(ii) Occupancy right Jias l>e<-ome transferahle under the Bengal 
Te^aney Act and -this has increased the credit of the agriculturists. 

(iii) As a general rule, the tenants of Bengal do not appreciate- 
the inconvenience of fragmentation of holdings. If long feiin credit 
institutions are established serious difficulty is not expected. 
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(iv) No, tjiere are only a few co-operative credit societies in the 
iiadar subdivision of Howrah district. 

(r) The method of work and miHinjur capital in the co-operative 
;8(Kdeties is the same as in similar societies elsewhere. 

(rt) JiOiig term credit societies on co-operative basis should be 
established on a lai%»'er scale. 

(ru’Xtf) The i-ecord-of-ri^hts, after it is finally published, has a 
presumptive value of correctness. So it cannot avoid the disputes and 
<*ounter (‘laims ot other parties. This may be avoided if ]e<^islation is 
done giving* finality to the record-of-rights as fio one's title to the 
lands though it is doubtful whether the legislators will agree to this. 

(rrf)(//) No action seems needed, because if a mortgage bank can 
foreclose in the event ot mere non-payment tlie interests of the loanees 
will sufter, for, there may be <*ases where n(m-]taymeni is due to eir- 
cumstames and not intentional. 

(vri) (r) W here record-of-rights has been ])rei)ared a true copy of 
the same should be filed by the loanee wutli his ap])lication for loan for 
Tcady relereuc(‘. Action may alsf) be taken to charge a nominal fee 
for taking certified (‘opies of the records-of-rights as well as for regis- 
tration of documents by tlie loanee. 

{vih) (Jo-operative credit so(*ieties wdth powers to give long teim 
loans are re(*ommen(led in place of Mortgage Banlcs. 

Both the co-operative credit societies and mortgage banks may 
-derive their capital from (>/) deposits (h) funds of central iiislitutious 
.and (c) debenture bonds. 

(I,r) and (.r) No (iovernment guarantee seems necessary. 

(,r/) Tlie agricultural banks should raise money at an interest of 6 
per cent, per annum and lend money at an itiierest of 1) per cent, per 
annum. 

Question 5* (iv) {(/) to (/) These are the common jvurposes for 
•tvhich loans are taken. 

(r) To professional money-lenders in the rural area of the Sadar 
-fiubdivision of the ITowrah distri<‘t. 

(ri) The agiicultural indebtedness is reported to be increasing. 

(r//) Advances under the Agriculturists^ lautn*^ Act are geneially 
.given after severe calamity, such as flood or drought. Very littfe 
money is advanced under the L. I. l^oans Act. (Consequently the 
needs of the cultivators are not met by these Acts, 

(viii) More allotments are needed under the I.. I. Jioans A(*t and 
-the Agriculturists' Iioans Act and there should be ofliceis in the (JollfM- 
toiate to make prompt enquiries, W’heii loans under these Acts are 
:usked for. 

' (t.r) The Kabulis are becoming rarer in the rural areas. 

No specific instance can be quoted, but there is a tendency 
io take bond for a larger amount than is actually advanced to the 
debtor. 

(mi^ Paddy golas on co-operative lines may be useful. 

<xv) Tw’^enty-five to 50 per cent. 
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(j-iii) Rules of interest op nash advances are 12 to 37A per cent. 
Ill case of failure of payment within the time fixed, eompouiul interest 
is calculated and if the debtor fails to pay, payment is enforced by 
suits. 

Uvii) A fair number of holdings, if not large, are passing into 
the hands of creditors. 

(a^viii) When a holding passes from the cultivator to a money-lender 
and the cultivator becomes a sub-tenant, he generally loses incentive 
to produce more and to use his holding in a lietter manner. 

Question 6. (i) Rice-milling, gur-making, garden-produce, weaving, 

embroidery, hooka-making, brass bxvk-making, etc., in the rural area 
of the Sadar subdivision of Ilo^vrah. 

(//) Industrial (*o-operative smdeties might be started for financing 
these industries as well as for providing facilities to send the articles 
abroad for securing better price. 

iiii) Coir-making, spinning, and endi-cnlture may be taken as 
cottage-imlustry to keep the cultivators engaged in the off season. 

(iv) Co-operative credit societies. 

(?•) Co-operative banks sliould finance societies. 

Quostion 6B. (/) Landless people experience great difliculties in 

securing loans. They have to mortgage their homesteads and houses 
and pawn ornaments to secure a loan. 

(//) Marriage of sons and daughters, sradh cereiinmies, edu(‘atiofial 
expenses and household exjienses. Hates of intei^esl vary fiom 25 to 
37^ per cent. 

(lii) Government, the co-operative Imnks, joint-stock c(nnpanies and 
hankers are not giving tlnmi help in any way at ju'esent. Money- 
lenders are their only friends. 

(ir) Indebtedness is on the increase. 

Question 7« (/) Xo relation between the fe^^ ciz-opei alive banks 

existing in the area and other banks, siudi as the Impeiial Bank of 
India. 

(Hi) About 1(1 lakhs for the Sadar subdivision of Howrah. 

(/ r) and ( r) No competition. 

(ri) Yes, the concessions will stimulate the growtli of the co- 
operative societies. 

Quostion 7 A. (/) It i.s 1>etter if co-operative central l)jinks advance 
to the inufassal societies and these societicvS advam‘e to the individual 
inembeis and depositors on proper se<Mirity, 

(li) The scope for investment of funds of the co-operative societies 
should l:>e enlarged and it is desirable to relax the restrictions. 

(iii) There is no objection to free inteilending of funds, 

(iv) There are no joint-stock banks and loan otf!(*es in the rural 
area of the Sadar subdivision and the number of co-operative credit 
societies is also few. No relation exists between them. 



Quastion. 70« (»') Co-pperatMNi whpre successlal, hare 

lowered the rates of interest jSut lo^re is no appreeiahle change in this 
area, as there are few societies here. Attention of the co-operative 
department is necessary.^^ 

(ii) There has been no' replacement of the professional money- 
lenders ns yet, ns there are only a few co-operative societies bere. 

(tit) There have not been serious attempts for spread of the co- 
operative movement in the rural areas of the Sadar subtlivision. Only 
a few societies weire established but they are doing no useful work 
oh account of lack of mutual confidence among the members. 


13. 

Mr. Kumtid Behari Mailik, Subdivtsional Officer, Uiubarta (Howrah). 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (t) Agriculturist.s are financed for purposes (a), (5) 

and (c) mainly by village mahajans or, where co-operative credit 
80 cietie.s have been started, partly by such societies. 

(it) Rates varj’ greatly from 121 t® per cent, per annum. In 
cases of larger sums and good 8ecurit.v, rates varying between 12 to 371 
per cent, are charged; but for smaller sums rates are generally mufeh 
more. Generally either landed property or .jewellery are offered and 
pccepted as security. Loans are not advanced on standing crops. 

Sums in excess of Rs. 25 are not generally advanced without security. 
Percentage of secured and unsecured loans would be about 75 and 25 per 
cent. 

iiii) Except in cases of flood or famine or such otlier natural 
catastrophe. Government as a rule does not play any part in agricultural 
finance. Imperial or other .joint-stock banks play practically little or 
no part in agricultural finance. 

The whole business of agii<‘ultural finance is in the bands of 
(i) village mahajans and (2) co-operative credit societies. Mufassal 
loan offices are also now gradually entering the field and doing a good 
share of the business. In other parts of Bengal, merchants and dealers 
also play some part in agricultural finance, generally by advancing 
money at the time of sowing or on standing crops, but in this sub- 
division they are not in evidence. 

(r) Present system of agricultural finance is no doubt highly defec- 
tive and offers immense scope for improvement. 

The whole business is practically in the hands of village mahajans 
or such other professional money-lenders. Rates they charge are 
generally exorbitant and they are neither reported to be honest in their 
dealings with the poor peasants. Once in their clutches, the raiyats 
can heldom come out of them. In short, their object in view is to 
fatten themselves at the wst of raiyats, and with this end in view they 
will withhold advances at times of great needs or for productive piir- 
* poses* hut will eagerly advance large sums for non-productive purposes* 

Such defects can he removed to some extent — 

extensive introduction of co-operative credit societies, hut 
, *alf «nould' also be said that co-operative credit societies in their pre^nt 



iccmdition CRU tpuctjonly tWlTurfRce Qjt.tlie prablem. If it has got to 
!»(| of any jeeal use, chauges '4a* be accessary . 

(2) By the introduction ot lanj 'morf^^age banks on the lines of 

Egyptian land banks. « 

(3) If all the loan companies of the province are better organised 

under the direction of one federal bank, they may also be of some use 
in this direction. * ■ 

This problem of agricultural finance is so vast in this country that 
no scheme by itself can be thought to be sufficient for the purpose. 

(lit) No. Under pre.sent condition there is no scope for co-ordination. 

Question 2. (t) The present method of marketing the principal 
crops by raiyats is very simple. In some districts the crops are sold 
to wholesale dealers even when standing bn the field. If not so dis- 
posed of, they are brought to the nearest market as sewn as it is ready 
after harvesting. There they are bought either by agents of big firms 
or small village dealers, who in their turn sell it off to the big dealers. 

Very few of the raiyats can hold their crop for a better price. No 
sooner the harvesting is over, he is called upon to pay off his rents and 
quota of interest. 11 is landlord or mahajau will be eagerly waiting 
for this time and will brook no delay in payment after the harvesting 
is over. 

(ii) Co-operative effort in the direction of sale is likely to he of 
great; advantage to the raiyat. This branch of co-operation has been 
largely neglected in this part. If properly guided, there are possi- 
bilities for it. I 

(Hi) There are no such societies. 

Question 3. In this part of the district paddy is the principal crop, 
and value of paddy land per acre ^aries from Rs. 900 to Rs. 1,500 per 
acre. Value of the lands fit for growing [m/i- leaves is .somewhat higher. 

Factors affecting value of lands are (1) situation, (2) quality, and 
(3) right of tenant wishing to sell it. As a general r\ile, revenue-free 
lands fetch a highej- price than revenue-paying lands. 

Tiunds .sold in Goveininent auclion or by Court decree fetch a much 
lower price than lands .sold by private negotiations. 

Question 4. (?) Practically none. 

(ii) The amended Bengal Tenancy Act has no doubt influenced the 
credit of the agriculturist. It is now easier for him to get loans, hut 
it has also affected him adversely in other respects. The clause making 
payment of 20 per cent, of the sale money compulsory to the landlord 
is distinctly against the interest of the tenant for every hundred rupees 
he now requires; he shall have to provide for Rs. 120 compelling him 
to sell a larger area of land that was formerly necessary', 

(Hi) Smallness and fragmentation of holding no doubt stand in 
the way of lohg-term credit. The raiyat has nothing but his small 
piece of land to mortgage and cannot expect to have long-term or 
aufficiept loan over it. In all such cases, the system of co-operative 
ci«dit is a great boon torthe raiyat. It enables him to capitalise his 
honesty and on the principle of self help and mutual aid, improve his 
condition. It then creates credit where he has none. 
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« But it must also be admitted that po-qg^ratiTe ere4it cau only toU^ 
the fringe of the problem and families »r long-term and bigger cr^it 
are as much necessary to the country. I<or this pp^pose land .banks of 
the Eg 3 rptian type should ha iptioduced. 

Co-operative sotiieties^ together with such banks may be expected to 
go a good deal in meeting the problem of indebtedness. 

(tv) and (v) At 'present there are no such banks. 

(vi) Attempts are being made by the Co-operative Department for 
the establishment of land mortgage banks, and bye-laws framed by the^ 
department seem to be fairly adequate for the purpose. 

(vin) For its working capital the bank should no doubt rely on its 
deposit and debenture bonds, but it must have full facilities to draw 
from a central institution, which again shall have recourse to the central 
money market of the country. 

The great defect of the agricultural finance at the present moment 
is that it cannot draw upon the money market of the country and are 
consequently always wanting in funds. Arrangements should be made 
to remedy this defect. Otherwise funds for deposits and debenture bonds 
cannot always be sufficient to meet the huge demand of agriculture. 

(ix) and (x) It would undoubtedly be extremely helpful to this 
ydung' movement if such Iwnds carry any Government guarantee either 
for principal or for interest. A part of the huge sum that is lying 
with the Secj'etary of State and is being used in the London money 
mai'ket may be utilised for this purpose. That huge resource- itaa -its 
soufce chiefly in the fields of the raiyat. It is the part of the sale- 
proceetls of his crop. And it is not asking too much from the Goyernraent 
to utilise a portion of that reserve in establishing a central u^titution 
which will connect the primary banks with the wider money market 
and guarantee its debenture bonds. 

This is, of course, a very big probleni and, even if Government 
‘.agrees, will take some time for materialisation. In the meantime the 
provisions made in section 53 of the bye-laws for land mortgage banks 
framed by Co-operative Department are not insufficient for all practical 
purposes. 

'?r,- 

^ QUMtlsil 5< (i) Yes. The total indebtedness of a village with a 

population of 300 families is about Bs. 12,000. 

(it) It is really difficult to obtain a fairly accurate figure. All 
figpres must be more or less guess-work. The figure arrived at by 
examining 100 typical cases for the village and then arriving at an 
av|rage may fairly approach an accurate estimate. 

(mV) Of all debts from 25 to 30 per cent, is unsecured and of those 
,^that are secured, three-fourths of the total amount is eecumd on landed 
property and only one-fourth on jewellery or other properties. 

(iv) In cases I enquired, purposes for w^ich debt was incurred 
were as follow: — (o) 60 per cent., (b) 60 per cent., (c) 40 per cent., 
(d) 80 per cent., (e) 16 per cent., (f) nil, (g) 80 per cehtV,*^and (h) and 
XO nil.'v .. 

w, ^ The Mme’ man borrowed funds for more than one purposes^i- Most of 
th# tenants bad to borrow cash or ^addy for maintaining himsell mid 
his family during the period when his crop was in the field, at the time 
oi cultivation and lor buying seeds and manuiu. 
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^ the next in importance are repayment of earlier debts and observ- 
of marriage and other social customs. Every raiyat when he- 
comes to age gets as patrimony a share of his father’s debts which have 
been accumulathag from the time of shis grandfather or even earlier*. 
And he often pays it off by borrowing afresh* It is a common custom 
amongst peasants to give a dowry to the girl at the time of marriage,, 
which varies from Rs. 150 to Bs. 600. So they invariably go to the* 
village mahajan at the time of marriage. 

(v) These debis are mostly due to the village mahajan. Govern- 
ment is conspicuous by its absence in the field, and co-openition has not 
made much headway in these parts. 

(vi) In this part, agricultural indebtedness is gradually decreasing* 
The establishment of several jute mills in this subdivision has helped 
a good deal to better the condition of the raiyats, who always supple- 
ment their income by working in those mills in their spare time. 

(rii) Veiy little. Loans are advanced under these two Acts only in 
times of some natural distress such as flood or famine. Even then 
founds available are insuflicient. 

(i,r) Itinerant money-lenders, such as Kabulis, are npt much to her 
seen in the rural area of this subdivisipn. They are mostly found in 
the mill areas. Their modus operandi is too well known to need any 
description. Interest chaiged by them is generally 2 annas per rupee 
per month and they realise this heavy rate simply by threat of physical 
luoleiice. 

(*tii) For unsecured loan, interest at the rate of 37 J per cent. i» 
allowed* For all se<*ured loans, rates contracted are allowed. 

Yes. Such cases are not uncommon. 

(xiv) This can only be achieved by more intensive and extensive 
introduction of co-operative methods. A(‘tivities of the Co-operative 
Department have so long been only in the direction of credit, but 
attempts should also be made in the direction of establishing societies 
for ’sale ®nd purchase of seeds and paddy and other requisites of agri*^ 
culture. P|t)perly guided, such societies will be of greater benefit ta^ 
the cultivator. 

prevalent rate of interest of paddy loan is 50 per cent. ^ 

{xmi) and {xviii) Though not largely, this process is no doubt in 
operation to some extent. The slow and steady improvement in the'^ 
condition of the raiyats in this part has no doubt checked it to some-*'^ 
extent. Su(‘h transfer of land from the cultivator to the non-cultivat- 
ing class no doubt works adversely on the agriculture of the country. 
The raiyat who then tills the land as the bhagdur Cannot have the 
same incentive for improvement as before. 

QutStion Ai (a) Rice-milling by steam or oil engine is as yet ne#. 
In the whole subdivision there are about four rice mills worked by 
steam, engine. These mills usually employ 50 to lOO coolies, the 
majority ui whom are women. These women foruierly used to earit 
their living by phddy-husking. Instead of husking paddy themselves, 
they ire now working in the mills. It cannot, therefore, be said that 
thew Infills in mral areas have opened a new field for employment to th^ 
cultivator in off season. 

(&) Sairy-farming on business scale is practically don-existent im 

this part 
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(c) tQar-making'> is generally nmde from date juice or palm 

juice. The number of theiw two trees is not anjall, Ipt the juice is 
jnainly used in the preparation of toddy. ^ , 

id) Cotton ginneries, su^er ftefinariet or hand-spinning are i)ractically 
non-existent in this Subdivision. 

{Hi) In this Subdivision the raiyat in his ofe season {generally goes 
to tto jute mill to supplement his income. Tho^ who do atot like the 
«o;|dition8 of factoiy life, migrate to Calcutta and worS there as 
•latwmrers, masons or in sucli other capacities. Those tliat lemain in the 
•village are absorbed in the local demand for labour. 

K 

QtMStion 8A. Such industries are mainlv dependent on their share 
•capital. Banking facilities are extremely limited in this country. It 
is specially so in <'ases of small industries. In other (‘ountries all such 
industries are financed by funds from bank or insurance (‘ompanies, 

(n) There has been a long cry in the country for industrial banks. 
It is by the establishment of such banks that financial facilities can be 
.provided to such concerns. 

Qimtion 6B. (i) In this Subdivision there are five co-operative 
•societies for fishermen. Otherwise all these classes of people obtain 
loan either from village mahajans (sometimes including Kubuliwalla) 
•or from local loan office, if any. 

(if) Rates generally vary according to the nature of secuiity offered. 
For unsecured loans, interest is from >‘i0 to 75 per cent, and rate for 
secured loans is from 12 J to :i7| per cent. 

{lii) Theie is Jio arrangement for Oovernment help to these classes 
of people. Activities of co-operative banks are limited to agriculture 
•only. Help fiom joint stock banks and indigenous bunks are also not 
veiy appreciable. Most of the.se men cannot offer securities acceptable 
^ to joint-stock banks. Only indigenous banks where they are in existoucg 
afford some help to these classes of people. 

’ ' There is a movement on foot to organise all the loan offices of Bengttl 
under one federal bank. If that be successful, those institutions will 
"Ho doubt absorb some of the functions of joint-stock Imnks abd *will 
then be the best agencies for aflordiug financial facilities fb ’’small 
tinders and middle class men. 

•tSlIUtton 7. {i) Co-operative banks have veiy little to do with the 

Imperial or other joint-stock banks. They keep away from the move- 
ment for fear of being entangled in the risky and unpitffitabla business 
•of co-operative societies. Co-operative paper cannot be discounted and 
•too-opeiratite societies cannot realise their securities as ordiaary bankers 
' fCan when they want to liquidate their assets. They cannot, therefore, 

* upon the wider money market. This is one of t|ie greatest in- 

•Kconyenience and disadvantage of the movement. , ^ 

‘ As suggested above, the movement suffers fima insufficiency of 
'funds. Deposits and share capital are insignificant •fnctora In the 
Svbrkingof h primary society. They have mainly to hoivoWi|kolff Central 
'Baaks; which again have largely to depend upon the Provincial Bank 
rfer help, hilt the Provincial Bank being sef^ghtod frcifi Ihe wider 

* jmoney market has itself got vary linrited jwonrces. . 

HU * P ^ 



I |?o remedy thia^evil ^ nas been suggested by celimin authdHties to 
eetiS^lisb an JiHa4i» ^0<^pei« will boTe access to 

tbe wider moo^y nifu*ke€. * ^ 

(m) Co-operation 


.|itde headway in tdbu dSatriet. In 
•the whole ^uMivision^therl^dreJoi^lj 39 societies. To obtain any 
effective result {torn movement uiis number ought to be increased at 
least to li^. There is noWeftly^ one'Centlml Bank with a working capital 
of Rs. 29,000. So an estra capital of Rs. 1,00,000 would ’ 


(tv) and (v) None. ? 

(vt) The very principle of co-operation is self-help. In other lands 
this movement has developed to huge dimensions without any help from 
the State, but conditions are different in this country and some sort of 
State aid is necessary and that must be in the direction of finance. 
Somehow or other it is necessary to provide the movement with sufficient 
funds, and the question of inclusion of debentures of proviucial;^ bank 
in trustee securities may be considered. 
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Question 7A. («) The main function of a (lentral Bank should be 
to put primary societies in sufficient funds. So it may not be desirable 
for them to grant loans to individual members or depositors. 

(ii) This question may be considered together with answer. to Ques?-'- 
tion 7 (i). It is no doubt ‘necessary to put the co-operative bank in 
touch with wider money uiarket and for that purpose it may be. necessaiy 
to enlarge the scope 6f section 32 of the Act. 

(m) I would rather suggest that all primary societies and Centi^l 
Banks shall have recourse to the outside money market only through the 
apex hank. This would keep a salutary and necessary check on their 
doings. 


Quwttion 7B. (i) Where societies are in possession of sufficient funds 

and are well managed they have no doubt been able to lower the rate 
.o| pfofpssiqnal money-lenders. 

(ii) They have nowhere been able to replace professional money- 
'hiiders and under present circumstances it is not even possible for them 
to oust them from the market. Two main reasons for not being able to do 
80 «pef-«<(l) insu&ieiicy of funds and (2) restricted operation of the 
societies. 


(in) Factors that are operating against the rapid spread of" the 
movement are many. Some of the principal reasons are (1) illiteracy 
and want of education of the people. It is a difficult job to make them 
appreciate .the benefits of a new institution. Wherever this has been.^ 
possihle tha ubvement has received its check on the next step. Those 
put in charge at times prove themselves incompetent and dishonest. 
Societies aiHi liquidated and some of the hard earned money df the^raiyaV' 
is lost. This creates a panic even in neighbouring villages. • ' 

Hl^ Bichet or educated Section of the people, who really have nSay 
hold^n thw people, have got money-lending .business and .oould.^ 
advise, the rafyatyon the utility of coHt^ratkm. Even if & society is 
ataxted in -Uie^face of all theae oppoiUticNs, the raiyat whesei whole need 
for cremt l|not*met from the society, has^ i^in to go to hia mahajad 
and he than ehai^^ a higher rate orMat times even refuses to adyanee 
laoney a§ aW.‘ Sa-Wiien next in need of funds thn raiyat piefers to come 
to his mahi^an ratJ^r thma J 

■ ■ 8s 
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Part ti l Lmi INIiMt iMl Mnt ftaak lafilat^ tiif Mufawiiii 

Qy ai ti an In Tbere is only one loan, offioe in this Subdivision and 
that is at the subdivisional head-^udi-ters. 

QllWtion 2« (n) Paid up capital. As. 67,646 ; (b) Aesei*ve fund, 
Bs. 15,400; Sinking fund, Bs. 2,066; Premium fund, Bs. 28,036. 
(r) Shoiirterm deposit, Bs. 8.048^6; (d) and (e)^ all fixed deposits are 
for 3 years. Deposits for lesser or longer period are not accepted. 
Amount, Bs. 51,634'10-9. 

f imtion 3. (i) Bate of interest for (r) 3 per cent.; for {<2) and 
per cent. 

(ti) Three years. 

^Mtttion 4> (a) Bs. 1,100 in Oovernment securities. 

(b) Bs. 7,696^. 

(c) Nil. 

(d) Bs. 57,333-14^. 

(e) and (/) Nil. 

QUMtion S> (i) Unsecured loans — 3 years. Secured loans — 6 years. 
Loans are advanced for any purpose and interest charged is from 9 to 
37i per cent. 

(ii) No. 

(m) No. 

(»r) Yes, for 3 years. Legal action is taken. 

QllMtiOfI 6. (f) Yes, on mortgage of lands. ^ 

(ii) They may be expected to serve the interest of raiyats better than 
village manajans. 

Question 7. (t) None. , 

(ii) I do not think there is any practical difficulty in their under- 
'ti^ing other commercial banking. If properly organised and contftflled, 
these institutions can in time be expected to serve the purpose of 
ordinary banka in mufassal towns. 

QuostUin 8» No dividend has been paid for the last 10 years. 

Question 0* (i) Accounts are kept in the single entry method. 

, (ii) If possible, a uniform system should be introduced for all. 

Question lOl A movement has been set on foot for sometime 
to ama^mate all these institutions into one federal bank. If TOSsiole, 
l^s will no doubt be a distinct improvement in the system. BoHi the 
si|fety and usefulness of the institutions will then be mucb enhanced. 

QUOStion 11« Properly organised under one federal inrtitutiopi, these 
institutions may be reasonably expected to take up a bigjger- share in 
fin|incing trade and agriculture. - ‘ *' 

> QttOStiOfi 12* There has ns yet been no btnk failure^'iSSthis Sub> 
4iviaioii. 



i Mr. 0. N. IfiiMHlIiwiy Cirele (HHiMffi Ktlni^ iH^ 

Nrt I.— Agrioifiturar Cr«dit and Cradit Facilitias fw SomM laidMltrias. 

Quaatioil I.t— (»). (a), (b) and (c) By taking loans from the village 
money-lenders. 

(tt) The general rate of interest is 37J per cent, per annum. 
Loans are oi*dinarily taken for one year, but in most cases they 
become partly paid and the balances of different years accumulate to 
a heavy amount. The security is generally the agricultural land or 
the standing crops. 

The perceptages of seeured and unsecured loans may be estimated 
to be 80 and !20. 

(iit) Co-operative credit societies are on the increase in this sub- 
division. They play a great part in financing the agriculturists, 
merchants of Kalna town also make advances to them for supplying 
jute, But the influence of the professional money-lenders is still 
predominant. 

(iv) No. 

(v) Spread of co-operative movement is needed for removing the 
heavy indebtedness of the poor agriculturists. 

(vi) The Kalna Town Credit Bank and the Kalna Co-operative 
Central Bank and the several rural co-operative banks are the recog- 
nised credit agencies in this subdivision. The rural banks are 
affiliated to the Central Bank. The Town Credit Bank works 
independently. 

Question 2 , — {i) Merchants generally make advances to the raiyats 
who bring their produces to the mart to the merchants and sell them 
at a prfce which is ordinarily contiolled by the iucivhaut.s. The 
merchants cannot hold up their produce for a better price as they 
remain indebted to the money-lenders and the merchants. 

(it) One Co-operative Store is doing work at Kalina. It is not 
flourishing due to the want of proper care of the Directors probably. 

One Purchase and Sale Society for raw materials of the raiyiits 
has recently been started at Dhatrigroui. It has nut yet liegun lie 
work. If it works successfully it wilL do an immense good to th«# 
poor agiicultui'ists and will secure a fair price for their produce and 
will relieve them from the clutches of the monied merchants. These 
two Societies are affiliated to the Kalna Central Co-operative Banks. 

(«t)(a) Nil. 


(b) Merchants and dealers finance both for the external and inter- 
nal trade. 

The merchants make advances to the raiyats who bring their 
to them in re-payment of the advance money and for profit, 
if any. Inculcation of co-operative principles is the only remedy to 
remove the difficulties now experienced. 

.The suggestion also applies to this subdivision. No ilefinit<e 
ease ls at hand to support the suggestiim. 


of eredii of the borrowers is ^e reason- 
(e^y There are ne facilities for internal remittance. 
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Ia of the above aaswen these questions do aot 

.arise.. '^'4 . 

{«M)^ %he coiimoagilasBeslyf httndis are current here. 

(«m) ICes.. 

(«»•») No suggrestion. 

(av) to (*vt) The hundis are so very few here that it is very diffi- 
cult to iKAswer these questions. 

(aivii) Nil. 

Iteritll to (ar*ai) These questions do not arise in view of the above 
answer. 


QlMStioil 3f — (i) Aus paddy land, Bs. 150 to Bs. 3f*0 per acre; Aman 

£ addy land, 300 to Bs. 600 per acre; Jute paddy land, Bs. 200 to 

!e. 400 per acie; and jute land, Bs. 2M to Es. 600 per acre. 

(it) The factors are (1) demand and (2) productivity. 

(a), (b) and (c) The values of land in (a) and (b) are j^nei»lly a 
bit lower than that in (c). . 


QuMtion 4r-i-(t) There is no legal impediment to mortgage of land 
and agricultural hvoldings of the tenants except the uncler-raiyats. 

(it) It is not yet perceptible now. 

■* (iH) The idea of long-term credit institution is not known to this 
part of ^e country, 

(tv) No. 

(v) This question does not arise in view of the above answer. 

(vi) I think all credit institutions should be based on co-operative 

-^folaciples. ^ 

(vw) No. f 

(viii) The idea of Mortgage Bank is not known here. y" 

(ix) to (xiii) I make no suggestions. 


QtMliion Sb — (i) It may be estimated that on the average each 
ordinary agriculturist is indebted to the amount of Bs. 100. * 

(ii) By meeting the people of a village and taking witK*them on 
the lines. The Bural Credit Societies will help much in this respect, 
(o) 40 per cent. 

(ft) 60 per cent. 

(iv) The debts are generally incurred for the purposes mentioned 
^in (6) and (p). 

(r) Professional money-lenders and the rural co-operative banks. 
(vi) I think it is on the increase. 

(int) The needs are met partially. 

' (tnV*) The enquiring officer should have the power of j^ntmg the 
loans just after the enquiry is over. To check unnecessary gt&nt a 
•oale of gtanimth leferonce to the securi^ and the area of cwtiiTable 
Iwad of the agriculturist should be devised. 

(tr) Sabtdis aro found in ikm pari of tha^^^^ 
ffifHiey at a very high rate of intaiuri, via., 2 as^ pw rupee per^ 
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wiilKmi any security. Their field of warit is g«^ral^ iiini|ed to the 
hasri people of townsj ^ 

(a?) No. 

{xi) Not much. I do make no suggestion. 
ixii) Yes. 

{xiii) Not known. 

{xiv) Union Boards may be entrusted to make these arrai&gen^ts. 
(xv) 50 per cent, of the loan taken. 

(svi) After harvesting of the paddy the lenders take their shares 
first in the^ proportion mentioned above. 

(xvii) I think this is not the general case in this subdivision. 

(xviii) Heavy indebtedness is bound to suppress all active energy, 

Quostion 8* — (i) There are certain rice mills in this subdivision. 
But they do not supplement the work of the agriculturists. Gor- 
making and gardening are the only subsidiary methods of their 
income. 

(it) Dairy farming on co-operative principles may be encoutuged 
to the great benefit of the people. Cotton ginneries and hand spin- 
ning should also be introduced. 

(Hi) Weaving, (spinning, soap-making, etc., on small iOale may 
be suggested. 

(iv) These enterprises do not require much working capital. 

(v) His own small purse. 

OlMStion 6A.i — There are no such industries except the few rioe 
inilliti "one oil mill and one brick burning machine which are all 
capitilieid 'by pritate persons. 

Question 6B> — (i) They get loans from the profnssioniu money- 
lenders or from the co-operative credit banks. 

(ii) J 'or marriages and other social occasions and for starting small 
business by the wards under them. The rat© of interest is generally 
37J per-cent, with the money-lender and 12J per cent, in the credit 
banks. No definite line of demarcation is possible between the rates 
of inteiust of se<‘ured and unsecured loans. 

(ttt) Government may be^lp the Government service holders by 
allowing higher interest for the Provident Fund and by increasing 
the rate of interest of Postal Cash Certificates. The Banks may lower 
their rate of interest for loans by attracting larger deposits by giving 
a bit higher interest for the deposits. 

(•r) It is slowly getting into them. 

P«rt III. — Invustmmt Habit and Attraetion af Capital. 

QbaalUon Postal Savings Banks, Postal Cash Certificates, 

etc., Bnral Cooperative Credit Banks, Central Co-operative Bank and the 
Town Credit Bank. 

(iv) and («) There are full laciliriM for the investment of esvin|(s, 
hut the people cannot manage to do it. Horeovel they require train- 
ing hy propaganda or otherwise to get a habit of saving. 



118 


{vi) Oi^inaiy people irenearaily invait in ^old or silver ornaments, 
I do not know lf4hej**lioard up gold or silver in any otker way. 

Qlfastion 2 » — (i) Postal Cash Certificates are not unpopular. But 
tka foiteer rate (Gi per cent.) of interest will increase tkeir popularity. 
Tke existing terms of issue need not be changed, except that when 
they become matured the holders may b© given opportunity of extend- 
ing the time to another term without cashing them. 

(iii) Yes. 

(iv) The town people and the Bhadralog class in the villages. 
Cultivators seldom take advantages of these banks. 

(v) Investment requires increase of wealth of the people. If wealth 
of the people be increased all classes of people will be attracted to 
invest money. 

(vi) People are willing to invest with the Government if they get 
a fair high rate of interest because the credit of the Government is 
higher than any bank in India. 

Question 3i — (Hi) By sale of pjroduce the cultivators pay their dues 
to the landlord, money-lenders, etc. 

(iv) No. 

Quostion 5. — (t) Yes. 

(it) Want of education and industries. 

(in) Piopaganda is necessan,% 

(iv) There is no branch of the Imperial Bank of India in this 
subdivision. 


15. 

Mr. H. N. Datta, Subdtvisional OfRear, Jhargram (Midnapora). 

Part I. — Agriaultural Gradit and Credit Faoiiitias for Small Induatrioa. 

S Utstion 1. (i) (a) Agriculturists borrow generally paddy from the 

y-leuding mabajans in their villages or neighbouring villages, as 
the wages are generally paid for agricultural labour in paddy and not 
in cash in this subdivision. The bigger agriculturists borrow either 
cash or cash and paddy both. But cash borrowing represents less than 
10 per cent, of the total debts incurred for pui-ely agricultural 
operations. 

(h) Capital expenditure is seldom incurred for agricultural improve- 
ments except when the advantage of the Land ImprovepientB Loans Act 
can be availed of. But such instances represent a negligible proportion. 

' (c) In a year of general or partial failure of monsoon, a^culturists 

fall back upon the agriculturists’ lotms issued by Government, hut the 
4«Biahd is ^netally greater than what the Government can meet^ jSo 
|bey have Mso to borrow iwm the village mahajans at high :totoB of 
interest. But sunk failure of crops are few and far 3^ 

eiief causes of honowing are ra^er sooM timn eoosmmie, e^., ito»|hsy 
hliii^i Lit%atkm and law charges to linpoiiiKn# 

' y . -'■■yi:'vV yy:y^yy.;'hyy' 



In all these insiaiu^s the poor agriculturists borrow from the village 
mahajans and unirarilj f^ into their clutches. The co-operative 
credit system in this subdivision is yet too {a3t behind to be able to 
•albrd any real remedy. 

(m) The rates of interest on paddy loans vary from 25 per cent, to 
60 per cent, per annum according to the quantity borrowed and setmrities 
given by the debtors. 

Though mortgage deeds and other bonds are registered from April 
to June, the loans are actually taken by instalments lasting up to the 
end of the agricultural operations, say, August. The interest for cash 
debts varies from 25 per cent, to 75 per cent, in the different ai'eas. 
The security in the case of bigger debts is usually the agricultural 
holding of the debtor. In the case of anmller debts, no security is given 
but the rates of interest are higher. The debts are always collected at 
the harvest season from the threshing ground of the cultivators before 
any poition of the crop reaches his barn. Fifty per cent, of the loans 
both in kind and cash are not secured. 

(ill) The part played by Government in agricultural finance in 
normal times, is practically nil. Small amount (viz,, Ks. 2,000 to 
Bs. 4,000) is given out as land impiovemeut loans. Among all other 
banking institutions mentioned, only a few co-operative banks help the 
agricultui'ists in some cases directly but in most cases the mahajans 
have successfully captured the banks and take out money from the 
societies at cheaper rates and loan out at 25 to 75 per cent, per annum. 

(ir) No; no opinion can be hazarded on the point. 

(?’) From what has been already said, borrowing from unscrupulous 
village paddy or mouey-lenders is the main source of agricultural 
finance. The disadvantage is obvious. The rate of interest being too 
high, the debts cannot be repaid in many instances and the lands 
ultimately pass oft tiom the hands of bona 6de cultivators to those of 
creditors. 

The upcouutry itinerant vendors of cloth, umbrellas and fancy 
articles ot stationeiy also play a part in this respect not to be ignoreit. 
They sell these merchandise on credit on double the pi ice in Keplemlier 
and Octobei and collect the prices in the harvest season, theiehy 
encroaching on the limited lesources of the poor cultivators. They also 
give out petty loans not exceeding Ks. 25 at the rate (»f one or two 
annas per rupee per month, according to the (quantities borrowed and 
credit of the boriower in the hope of collecting theii money with 
interest in December and January. They generally advance the moneys 
to the agriculturists or agricultural labourers after the agrii'ujtuial 
operation is over to carry the cultivators and rural people through the 
three months intervening between the harvesting and transplanting of 
the paddy which is the staple crop of this subdivision. Formerly 
every zamindar used to help his tenantry with loans of money and 
paddy, but now-a-days they nave become as usurious as the professional 
money and paddy-lenders. 

To organise better the rural co-operative banks and place them on a 
sounder basis, to spread the ideas of true co-operation amongst the 
villagers and to have more of these banks would afford a ciyisiderable 
remedy. At prasent only a limited number of the members of the 
rural societies is literate and is acquainted with the principles of co- 
i^peration but they often monopolise the advantages of the co-operative 
eiedit societies to themselves. 



intensiTe work shoiold be the objeeil^e of tbe central banka raiber 
than extensive. The lessons of the coHSijperativ# moTement will then be 
better learnt. Much of the utility of theaa raral banks is lost becauM 
of theil dilatory procedure for which the^^asriculturisto do not get their 
loans in'iime and are therefore driven ba(« to the village mahajans. 

There is only one Inspector of co-operative societies for the whole 
subdivision. The staff requires to be increased. The teaching of co- 
operative principles may be added to the school curriculum with 
advantage. 

No works of improvement are undeHaken by the cultivators where 
capital expenditure is required on a big scale' except without Govern- 
ment help. It is not feasible for the Government to meet the demands. 
A scheme for floating a loan by the Co-operative Department for the 
purpose of giving out loans (for coital expenditure only) at a higher 
rate of interest, -with proper and sufficient safeguards and with a sinking 
fund for liquidation of the loan out of the income to be derived from 
the difference at which the money is borro'wed and that at which it is 
to be given out, well deserves serious consideration. 

(vi) There is no co-ordination between the credit agencies, viz., the 
village money-lenders or paddy-lenders and the co-operative banks. 
Their interests are antagonistic and there can be no co-ordination. As 
a credit agency, Government play a very minor part in giving land 
improvement or agriculturists’ loans, which represent a very small 
fraction of what the agriculturists derive from village mahajans. So, 
the question of co-ordination does not affect the Government policy 
very much. 

QlMttion 2. (i) The raiyats generally carry their produce to the 
railway station (viz., Surdiha and Chakulia) where there are big godowns 
and businessmen to buy it, collect in sufficient quantities in the godowns 
and ultimately export or sell at the wholesale rate. 

Some portion of the produce is also disposed of in the local hats, 
which sit once in a week to -the paikars and who in their turn, al8<i 
sell off to the goladars of the railway ports. Only small quantities are 
aold off by the agriculturists direct in the local hats for making their 
weekly purchases of necessaries of life other than what is produced in 
their fields. 

The paikar does the collating trade in weekly hats and disposes of 
his stock at the railway station ports where the owners of godowns and 
warehouses purchase it. 

The majority of the raiyats are unable to hold up their crops because 
of their jmverty and previous indebtedness, and their habits of not 
looking forwarcl to the future. 

(u) There are no possibilities of starting co-opei*ative gulas and 
forming pools in this subdivision of aboriginals ana backward xi«ople 
until primary education has advanced to a certain extent. 

* The people are far too backward and simple-minded by nature for 
aimh a venture. 

■ ";'('p)', ■(«)."■ Vide .ans'wer "* - ■ 

■ ^ few of the p-whers of the godowns at the rftiiway ports fdio 

the necessaries of life and stocking t&Nh 
goladars, as they are known locaHy, do both the e£p(i^ 
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imTOrt trade to and from tlm parovincial ports. They send out the 
«zpfOrtanle surplus of afrii:uikm;al produce and imprart salt, tobacco 
and other ne^ssaries of rural peode from the provincial port au^ stock 
them in their warehouses aiia sml to the petty shopkeepers the 
viUi^ hats. In some village hats of importance like ndhini and 
Gopiltollavpore merchants are growing up who import their merchandise 
from Calcutta. The instance of a village paikar or merchant exporting 
paddy or oil seeds direct is rare. 

(vi) (a) The owner of warehouses at the railway ports have generally 
sufficient capital at their command to make cash pajrments. They 
demand a higher profit than they should as they can dictate their own 
terms to the cultivators and have no other option than to sell to them 
direct or through others, to them. 

{b) There is no sp^ulative buying and selling in paddy and 
rice which is the principal export from this subdivision and no loss is 
sustained by the agriculturists on that account. 

(vai) Postal insurance is the only means of remittance of money 
available to tbe public withiii the country in these parts, as banking 
system has not at all developed here. Remittance by demand draft pnd 
hundis is not known here. 

(»«) to (ufj;) No answers to make as the circumstances of trading 
through bunks and on cheques do not exist here. 

Quastion 3> (t) Rupees 250 to Rs. 350 is the average value of an 
acre of land producing winter paddy and Rs. 150 to Rs. 250 for aus 
land. 

(it) (a) (b) The value is always less than in the case of private sale. 
Recause the land is generally sold at the highest bid irrespective of the 
reasonableness of the price and because the bidders are always shy on 
account of the uncertainty as to the real nature of the land. 

(c) The level of the land in comparison with its adjoining tract and 
the nature of 'the soil are the principal factors. In this subdivision 
there are very few extensive flat tracts, the ground is generally un- 
dulating. Rain water being the main source of supply of water fw 
irrigation, lands at lower level are more valuable than those at a higher 
level. 

The rates of rental liability to inundation by the rise of river are 
also factors which affect the value. 

S instion 4> (t) No, except in the case of lands belonging to abori- 
8 in which case section 49F of Chapter VII of the Bengal Tenancy 
Act restricts the right. 

(it) The amended Bengal Tenancy Act has not, so far as can be 
judged, affected the credit of the occupancy raiyats in general. 

(iit) Smallness and fragmentation of holdings do not exist in any 
large proportion here and do not affect agricultural credit institutions. 

(iv) No, not in this subdivision. 

(v) Does not arise. 

(vi) Ix>ng-term credit institutions are needed for capital expendi- 
ture. Improvements of holdings, co-operative irrigation, embankment 
or drainage schemes are not feasible without capital expenditure. So, 
ioK raid agricultural improvement long-term credit institutions are an 
ahidlute 



' m 

To be ol an^ real utiUty, saeb mmi ba^ ample fisaaciid 

Teaources. It le difficult to coaceire bcMR^tbe^ poor teimats can help 
-towards _tbe fornmtion of socb eapi|{d< the coital aeedad miiat 
^ eomae jffew outside. A smaU compdleory epntnbution from tbe land- 
lords pftfportiooate to their assets from afTritmlioral lands, may be 
iei^alieed and a central provincial fund uiav be created out of these 
•contributious supplemented by loans to be floated % Government for 
-financing its branches at suitable centres. Securities somewhat on tbe 
lines of the Land Improvements Loans Act, may be demanded beforfe an 
advance is actually given. The landlords may be assured of the 
return of the principal and may, in addition, get a small dividend when 
■there is any profit. The rate of interest may be fixed so that the 
Governmeut loan may be i-ejiaid by creation of a sinking fuird. 

(vii) (a) No, what is needed is a careful enquiry as to tbe number of 
sharers in the interest. 

(6) Yes, some cheaper, more effective and quicker measure than civil 
litigation. • 

(c) Beduction of costs of reference to the records of rights and regis- 
■tration of records and of the process of law is desirable on the lines 
givdn to the co-f)perative banks at present. 

{inii) (a) Deposits, if possible. But it is extremely doubtful if 
deposits will be forthcoming. 

(h) The question will be “How are the central institutions to have 
funds?” It is for this reason that compulsory contributions have been 
auggested. 

(c) Debenture Itends even with Government guarantee behind them, 
will not be appreciated in places other than provincial capitals and big 
cities. 

To give proper stability to the central bank. Government may float 
special loans of the type of war loans to be repaid in after years from 
' -the proceeds of interest of the loans to the tenants and -tenureholders. 
Government can get money for 4 per cent, interest bearing a margin of 
■2i per cent, for the bank. 

(fj;) Vide supra. 

(j?) and (.r*) These are details which require very careful considera- 
tion. 

(.w) No answer to give as I have no faith in “debentures” for the 
mufassal towns. It would be cheaper to raise money by Government 
loans as I have suggested already. 

QinstiOR 5» (i) No, 1 am not aware of any such estimate. 

(Ji) Such an estimate can^ be prepared with reasonable accuracy at 
the time of the census operat^ion for the province. For a small area it 
can be ascertained by house to house enquiries through the collecting 
panchayats under the supervision of the Cirde Officers. 

(tn) It is increasing but not very much. The provisions of Chapter 
y II of tb« Benisral Tenancy Act have placed a salutai^ check by rrotiiet- 
theydmnation of lands of abbrigimds, and tbe aborigiaals form a 
b^ of the population of tbis tobdiyiiion; 

Tl^ L«nd Improyements Loans Act meeffi the 
to a very small extent. In times of sctitd^ dbtresa^ ||te 
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li^cultarists’ Loans Act is of considerable help to the poor agricul* 
ttmets. 

(viii) As at prment constituted, the Acts are not slow in thsir ope]% 
tions. The enquiries contemplated take some time, bu|^^ey tiT(t 
essential. . 

■jjh- * 

- (is) The Moghias, as the u^'ountry moneydenders are locally known, 
are seen here to loan out smsul amounts of money te smaller peasantry 
and the agricultural labower at one anna or two annas per rupee per 
month. They collect their money in the harvest season by frequent 
takids. 

(rfr) Kartik Chandra Murmu of Choto Gondapal in thana Binpore 
borrowed Bs. 200 from Nitai Maity at 37i per cent per annum with 
compound interest to be charged on the accumulated interest at the 
end of the year. Thfe creditor got a decree for Bs. 1,000 after G years. 
The holding of 40 bighas was endangered, but he saved it by selling 
10 bighas of land and paying up the .decretal debt. 

(.ri) It is not availed of generally by the court, but when the court 
sees a bad case of accumulation of interest, it reduces the aimmiit a bit 
but not considerably. 

No fixed principle of interest at a certain percentage is followed. 
Compound interest is allowed. 

Greater use will be made of the Act when the law courts are 
impressed with the necessity for it. 

(jrii) No standard of interest is followed by the court in applying 
the Act. The Act is seldom re.sorted to by the court, which generally 
decrees what is demanded by the plaintiff. 

Nobody here in the rural areas even. knows of the Act, it is so 
little resorted to here. 

(xiv) The Co-operative Department can start paddy loaning godowns 
just as the village mahajans do for loaning out paddy seeds and paddy 
tor consumption in the interior at cheaper rates of interest, say, 12J per 
cent, whereas the minimum rate prevailing is now 25 per cent. The 
department should not look at them as a business concern but should 
run them for the benefit of the agriculturists, while suffering no loss 
to itself. 

{xy) Twenty-five per cent, to 50 per cent, is the rate of interest 
prevailing for paddy loans. 

(jevi) But in actual calculation it comes to 50 to 100 per cent, as 
loans of paddy ai-e made in May and June and collected in January 
and for 6 months the interest of the whole year is charged. The debt 
is liquidated generally by paddy but at times by the sale of a part or 
the whole of the raiyats’ holdings. 

(svit) Yes, a fairly large numljer, • 

{zviti) No, he does not often know until it is too late as to what is in 
store for him. But his deHs involve him far too much to enable him 
to spend any money for doing works of even petty improvements to his 
lanw. 

(«) Eioe milling by the women members of the agri- 
mBturist family IS in vogue ahd supplements the income of the 
fl^g]^ to a certain extent and gives employment to the widdif's 

and i^are female hands of the family. 
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Pdiiiltry-farmiBg is also carried on by the agricultnrists of abori^nal 
classes and low caste Hindus and MuhammMans who bave no caste 
prejndic%against it. The sale'proceeds of eggs and fowls enhance the 
eturnings of these agriculturists. 

Qoat>keeping is a very favourite subsidiary industry of this pa:rt, 
which brings in some income and gives work to the young children in 
tending them in the uncultivable fields and forests in the viciiuty of 
their homestead. Growing of kitchen garden and vegetables is al^ 
resorted to for individual family needs. Vegetable cultivation is 
however being gradually taken to as a means of income particularly by 
bhadralok agriculturists. 

Fish rearing by bigger agriculturists who have tanks of their own is 
also an important subsidiary source of income. But tanks have silted 
up and cannot be re>excavated for want of capital. A properly k^t 
tank of one bigha and a half will give easily an income of Its. bOO per 
annum. The fishery will give Bs. 250, and Rs. 250 will be yielded, by 
the vegetables and plantains on its banks, if it is re-excavated properly 
in every 10 years at a cost of Rs. 500 or so. 

Cotton spinning is done by the aboriginal agriculturists of this sub- 
division on a very small scale. Only the older women and widows of 
the family take to it. 

Hand spinning is also in vogue among the aboriginals who grow 
cotton for their own requirements but not for sale. 

(tt) Fishery tank. 

Outlay of some capital for excavation of a tank near the houses of 
those agriculturists who can give proper security for Rs. 2,000 or so, 
with the object of rearing fish in the tank and vegetables and plantains 
on its banks. This is a paying subsidiary industry. 

(in) Dyeing, spinning and weaving is the only industry which might 
{employ the bye-time of the agriculturists' family very profitably, if that 
is taught to the agriculturists by the Industries Department of the 
Government, as they have begun already in their peripatetic weaving 
schools. Some of the aboriginal families took to dyeing and weaving 
two years ago and they are getting a fair income from that source. 

(tv) By loans from co-operative rural banks and advances from the 
Industries Department. 

(v) The co-operative rural banks. 

Question 6A. (t) (a) The fixed capital of rice mills in this sub- 
division is contributed by the different shareholders of the concern, the 
ehaieholders being near relatives or intimate friends. Thus they are in 
the position of private limited companies. 

(5) The circulating capital is also in great part theirs but when the 
concern runs short of funds, it gets advances from the Oalcutta firms 
where they supply rice. 

(«) No. 

QlWtfon SB. (t) Day-labourers have %o borrow smair amounts of 
money at 2 annas or one anna per rupee per month, from the petty 
moneylenders or from their employers, who also charge the same rate 
of interesV though not always in cash but generally in extra biboiir. 
: :epi^‘^'^“paid'for. ^ 

Figi^erhi)^ alM 


125 


f 

Weavers get yarn on credit from the yam seller at the rate of 2 
s^as per rupee per month and at times, at 3 annas per rupee per month. 

^ Service-holders and middleclass gentlemen borrow at the rate of 
Bs. 25 per cent, per annum, as they know how to calculate interest and 
have better credit. For large amounts,^ they get loans at a smaller 
percentage of interest from towns but in the rural areas, there is a 
shortage of capital and the rate of interest ihust necessarily be higher. 

(ii) They generally borrow for marrying children and other social 
functions. For secured loans, the rate of interest is Bs. 15 per cent, 
and for unsecured loans, the rate of interest is Bs. 25 per cent. 

(Hi) They generally borrow from private persons and sometimes 
through co-operative banks. 

(iv) Yes, the indebtedness is on the increase generally. 

QuastiOfl 7. (i) Not known. 

(it) There are only rural primary co-operative societies here which 
give out short-term loans only. They have not yet taken to the policy 
of long-term loans. They suffer for lack of capital and for not getting 
tWr supplies of capitaV from the Central Bank in proper season for 
agricultural operation. In agricultural banking, supply of money in 
the season of the work is very imperative and on it depends the success 
or failure of the banking. 

The office bearers of these rural banks >are mostly illiterate persons 
who have no idea of even the elementary principles of co-operative 
banking. It is impossible to think of getting educated men for most 
of the banks in a subdivision like Jhargram and the real remedy will 
be to teach these men in the principles of co-operation and to give them 
training in banking. This can best be done by deputing sufficient 
number of efficient and trained supervisors who should be constantly 
doing propaganda work and whose duties should not be confined solely 
to the inspection of rural societies in the stereotyped way, as at present. 

(Hi) It is extremely difficult to give an estimate. Two centi^ 
banks are operating in this area, and roughly the capital invested by 
these two banks will amount to Bs. 1-5 lakhs. At least three times as 
much more capital will be needed. Thus six lakhs of rupees may be 
estimated as tne minimum requirement. 

(iv) Besides co-operative banka, there are no other type of banks 
operating in this subdivision. 

(r) Needs no reply. 

(vi) These concessions will undoubtedly help forward the movement 
and will have the indirect effect of reducing the rate of interest. But 
what is more needed for the healthy growth of the movement in this 
subdivision, is the education of the agriculturists in real co-operative 
principles. 

QlMStiOll 7A« (i) It is desirable that co-operative central banks 

should be permitted to grant loans to individuals just as the loan offices 
and other banks are doing. But such loans should be given under 
proper safeguards. 

The profit of the banks will increase. 

enlarge the »:ope for the investment of the 
ifunds of the co-operative societies by relaxing the restrictions which 
' Were needed for the experimental and tentative stage of the agricultural 



baiaking wMcb has now oai^pvwn that siage. Now thay operate as a 
clog to the free banking to we coH>penttiTe societies. 

(iit) Tea, under a4eqna|» safeguards. 

(jv) At present they are only rival credit and capital institutions 
with no relations whatever between them. 

They render no assistance to each other. 

Qtiaation 7B« (t) The establishment of cooperative societies has 
slightly reduced the rate of interest on secured loans only; but not on 
unsecured loans. 

(it) Cooperative credit societies have not replaced the professional 
money-lenders to any appreciable extent in this subdivision, they have 
only taken up a little portion of their business, say, 5 per cent, of the 
total money-lending and the paddy-lending. 

(in) The factors that operate against the rapid spread of cooperative 
banks in rural areas are: — 

(a) Lack of co-operative education among the rural people, in 

general, is the most powerful factor against the spread of 
the movement. There can be no real progress until and 
unless the ideas of cooperation spread amongst the rural 
people. 

(b) The ignorance andrilliteracy of the members of the majority of 

the rural primary societies. 

(c) Some self-seeking men generally become the secretaries and 

members of the panchayat committee, who monopolise the 
advantages of the societies and use the capital of the society 
in starting money-lending business of their own which is 
possible as most of the members are quite innocent of the 
mles and procedure. 

(d) Joint liability of the members of the primary society is mis- 

represented by the village mahajans and bankers who make 
a successful propaganda against the movement with the 
ignorant masses, on this score. 

Part IA< — Loan Oflfaios and Joint Stock Banks in tlw mtifassal. 

There are no loan offices or joint stock banks in this subdivision. 


Part 1 1«— Indigenous Banking. 

There is no indigenous banking in this subdivision and there is no 
prospect of any starting in the near future. 

PiUt lif *'— Invostment Habit and Attraction of Capital. 

Quostion 1 . (i) and (ti) The question is a big provincial one and 
cannot be properly answered by one not having knpudedge of the whole 
pipvince. ■■ ■ ■ 

(m") There are no means or institutions in existence for eneour%ing 
iaMngs and investment habiis like the provident funds or family 
For the rank and file of the countjy tiiere are only the 



" office saTings banka attached only to eome keadqnarter poat officea^ 
out of the reach of the peaaantry and so the people do not resort to it, 
i^ ezoept the €»dncated urban and suburban population. 

The co-oTOWitive rural societies are providing ^ some facilities for- 
investment, but the villagers do not understand it yet and have nO' 
sufficient faith in them. 

(iv) Vide answer to {iii). 

The facilities provided in the rural co-operative societies should be 
so regulated as to win the confidence of the peasant!^'. The general 
complaint at present is that withdrawal of money from this society is 
“difficult and delayed. It is the rural credit society which can reach a 
peasant and so facilities for savings must be impressed on them. Urban 
areas are served by facilities of the postal savings bank, co-operative 
central bank and loan ofiioes. 

iv) Arrangement for prompter withdrawal of money from the rural 
co-operative societies will improve matters considerably in this respect, 
provided the co-operative banks are placed on a better footing, and are 
more numerous than at present. 

(vi) No. 

Question 2> (i> Postal cash certificates are not popular with the 

village people who eai-n more interest in private money-lending and 
also they do not know of them. 

It is estremely doubtful if their popularity can be increased. The 
propaganda needed may not be commensurate with the result that can 
be achieved. 

iii) Present interest rates of cash certificates require slight enhance- 
ment in order to suit the rates of interest to the rural economics, say, ui> 
to per cent, 

(iii) Savings hanks afford all possible facilities to the public where- 
they exist but they cannot generally reach the mass of the rural 
population. 

(tr) Only educaled professional men, clerks and officers resort to 
such forms of investment. 

( i.') Canvassing through village agencies with a little commission for 
them as is done by the life assurance companies, may be tried. But it 
is doubtful whether any lasting effect can be produced. 

(vi) No. 

Q^tion & (*) Facilities for purchase and sale of the Government 

securities exist only in towns. The rural areas are not served with 
such facilities. 

Somewhat on the lines of the cash certificates, agricultural certi- 
ficates at a higher rate of interest, say, at per cent, per annum, may 
^ issued to the agricrtlturists and to the rural p^ple to induce the 
investment of capital and attract the savings. This money may be 
invested in Central Bank for agricultural financing. 

For some years, commission agents may be employed in the villages 
for ctmvassing the loan and edncaUng the people to invest their savings 
apd surplus capital « 

(u) No such faculties exist for the rural and mufassal people. 
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(iii) The average cultivator can hardly save anything. _ Mudi of^ 
what he could otherwise have saved is spent on paying interest op' 
arrear debts, or in clearance of the principal. His speno-thrift hahiln'. 
also stands in the way of his being able to save. If he has any surplus 
in hand, he spends that on marketing. 

'Hiose of the prosperous peasants who can make a saving, spend 
on purchasing lands or start a moneydending business which is very 
profitable. They take to moneydending as a means to an end, viz., 
Duying land. 

(iv) The farmers who can lend to fellow agriculturists at 37§ per 
cent, interest and the ultimate result generally is that the hbldi^ p| 
the debtor passes on to the creditor. The^ farmers invest The su^lus 
money in buying land and in moneydending. 


Quastiotl 4. (i) Cheque habit has not grown among the people 
except in the limited urban population of big cities. 

(it) It has produced no etfect this way or that, so far as the mufassal 
people are concerned. * 

(iii) Only European gentlemen living in oui country* and the nig 
zaminders and big firms use cheques. 

Payment by cheques to Government servants is not possible in 
mufassal towns unless some arrangement is made for encasning them 
in the locality. 

(iv) That is a good idea as it will facilitate the use of cheques by 
the rural people, shopkeepers and importing and exporting merchants. 
Vernacular script may be used side by side with English. 

QUMtfon 5. (i) Yes, the cause of slow growth of banking and 

investment habit is that the people of the country as a whole are agri* 
cultural and are ignorant of banking and investment. 

(n) Their illiteracy is another powerful cause of the lack of develop* 
ment of hanking and investment. 

(iii) Propaganda and canvassing for Government loans by suitable 
village teachers, selected panchayats with some incentive to them by 
way of a little commission (say, a rupee or half a rupee per centum of 
investment made through them) for at least 10 years may produce very 
good results. 

These agents may be Supplied with leaflets of instructions and the 
advantages of the loans in Bengali and th^ can canvass the loans with 
great success. The rural officers of the Government and the district 
boards can also do a great deal of canvassing, if some interest is insured 
to them. 


16. 

Mr. jProfulUi OIuhicNi 6«i, tubdivlttoiial Dlllew’, GliMM CMUmvora). 

P«t I.— Ap'iouKurM Ciwiit and Cradtt FaMlitkM fdr SmMI liNhw^lai. 

1r— <f) The agriculturists of this subdi'visimi, for thejfitrp$Mr 
taining finance, may be ^assified under two groups, vis,, p) a|^« 
cultiiTists htrving exdlusive control over the disposal of 
jKUd (fiy ^ crops «m advances ma^ to by 
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xdii.llijaii8 and harinv no control orer the disposal of prodoots. The 
4|Rk!ttitaii8ts of the latter git>up generally glow jnte and sugarcane on 
aavanoes made to them by Mahajans. 

; (a) For the purpose of gi-owing paddj, cereals and pulses and 

wegetahle crops the average cultivators of this subdivision seldom rec^uire 
any outside help. It is only on special occasions entailing re-growing of 
crops that they look up for help. After each harvest, they keep a stock 
of seed and make piovision for the growing of the next crop. If for any 
unforeseen and uuavoiidahle circnniMtauce, or tor any natural calamity the 
first attempt to grow suctf crops fails, the cultivator borrows paddy from 
the landlord on condition to repay the loan with a premium varying 
from 26 to 50 per cent, after the next harvest. BoiTowing money trom 
the Mahajans at an. interest of 12 to 40 per cent, per annum according to 
the security pledged is also resorted to. During widespread calamity, 
however, when agricultural loans are given out by (Jovernment, tfcie 
cultivators take such loans with much avidity. The poorer section of 
the agriculturists, however, who cannot afford to provide for growing 
the next crop usually Iwrrou paddy horn Iheir immediate landlords on 
condition of repaying the loan with 25 to 51) per cent, interest after Ihe 
next ciop. (lasli loans are also laken from professional money-lenders 
at an interest of 12 to 40 per cent, according as the loan is secured or 
an uusecuied one. 

For the purpose of gicwing jute and sugarcane, however, a fairly 
large number of cullivators take advance commonly known as dadans 
fiom the dealers abroad on condition that the produce will be sfdd to 
them at the pievailiug market value with a rebate of 1 anna in th** 
rupee. 

(b) The cases of permanent improvements are few and far between 
here. For capital and permanent improvements the agriculturists of 
this subdivision are found to be not in much want. 

(c) As stated against item {o} alwve, during special needs agricult uial 
loans are floated by Go\erument. The rents are allowed to fall in 
ar'iears till the next harvest. Jtoi-rowing money for payment of rents is 
not much relished by the agriculturists here in view of the fact that the 
landlords under the laws in force cannot <’laim more than 25 par cent, 
of the dues as damages ulieieas the agriculturists will have to pay 
interests at higher rales if money is borrowed to pay such rents. 

(n) The rate of interest charged varies from 12 to 60 per cent, 
according to security offered. Ijoans are taken for the period of one 
year. If valuables and landed properties are pledged the rate of interest 
charged ranges from 12 to 15 per cent. In other cases where no security 
w(ff^ the name is offered the rate of interest goes up to 50 per cent. If, 
however, the loanee is proved to be a man of integrity and honesty 
tpet'ial concession is made. 

The percentages of secured and unsecured loans to the agriculturists 
in this subdivision are estimated at 60 and 40 respectively. 

(iii) There is no branch of the Imperial Bank of India in this suli- 
Hfivision and there is also no Joint Stock Bank. The indigenous banks 
an'd bankers are not perceptible here. There are Co-operative Credit 
Societies whose activities are mainiy^ confined to their members who form 
a. very small ^^art of the total agricultural populBii<m. During wide- 
enread calamities Government advances money to the agriculturists in 
tne shape of agricultural loan. Professiomil mon^-len'ders, merchanle 
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and'deal»r8 supply the ueeds pf the greateT bulk of the agriculturists. Jt 
have uot met with any case here in which companies trading in lertilieera 
have made any ^i^anGBS to the 4|griculturists. 

very difficult to give an estimate of ^ total ampunt 
capital required here for agricultural purposes. IJormally a »am o$ 
Bs. .30,000 would suffice for this subdivision with an area of about 360 
square miles. When, however, the crops fail on account of drought or 
floods, the estimate is likely to exceed by 100 to 200 per cent. 

(v) In considering this paragraph I would exclude the profe^ional 
money-lenders. At present the only financing agencj^ in this subdivision 
for the benefit of agriculturists are the Co-operative Credit Societies. 
The main defect in their method is that their membership is 
limited to a few. The rules should be so modified as to include all the 
agriculturists of a village, if they are willing in a village co-operative 

soricty. 

The method employed in distributing agricultural loans in abnormal 
years, I think, is the best method under which cultivators of an entire 
village can form into different groups for taking loans. This principle 
may be introduced in the Co-operative Credit Societies as well. This, I 
think, will exclude the possibility of professional money-lenders 
practising usury. 

„ (^'i) It is possible to introduce co-ordination between co-operative 
principle and the Government methods of Land Improvements and 
Agricultural Improvements. 'Phis principle would have lieen employed 
here imthe Natuk Irrigation scheme whicth failed due to technical ques- 
tion of an engineering nature. I have ob.served co-operation l)etwe«n the 
Ohatal Central Co-operative Bank and the Ghatal Urban Bank. 

Question 2. — (i) The agriculturists sell their surplus crops direct to 
the dealers, if facilitie.s for transport of their pi-oduce exist. In other 
cases, middlemen intervene. As there are no agricultuial purchase and 
' sale societies, here, the raiyats sell their produce at the prevailing local 
market rate to the dealers. The agriculturists for the purpose of paying 
rents and to meet other «*ontingencies generally .sell their produce just 
after each haivest. Crops do not command better price unless after the,^ 
lapse of 6 months and they cannot always hold up for this period due to 
immediate want. 

(it) There are no agricultural produce and sale societies here. A 
trial may, however, be made for marketing produce on co-operative basis 
by fonning some such societies. I, however, do not think that this will 
succeed in case of the main produce of paddy and cereals as the 
cultivators will fight shy of any abrupt innovation. It may with ad- 
vimtage be attempted in the marketing of snch seasonal produtfilf W 
winter vegetables to large consuming centres. If this meitaod succeed 
the agriculturists may be induced by example to ap^y tile method to 
larger agricultural produce such as paddy, pulse and juto. 

^m) There are no oo-operative sale societies here. 

(iv\ No credit facilities for the financing of iiroducts during market* 
ii^ exist at present. If Co-operative Sale Societies are establi&ed, Cfon%^ 
ditions may change for the bkter. m 

l^iibjple ||«^ or pack buBocks to transpoH 

thislr produce to the neSgest market or employ the pnrts of their Heigh- 
b<mfift. (^nsidering the badness of the roads I vrouli think tils is the 
muy possiMe methM at prM^ 
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r (m) Only the merchants and dealers of ’•Jute and gar advance money 
to the agriculturists for securing to commoditj' from being add to others. 
In no other case advances are made. Some of the Calcutta Mahajans, 
however, place funds at the disposal of the local “aratdars” for purchase 
of paddy and rice on bommission. The above conditions apply only to 
export trade. With regard to import trade no such conditions exist. 

(vi-b) The conditions seem to apply onl^ in the case of jute crop. 
Paddy and other crops usually command their full value. 

(vii) No. 

(tnii) Both import and export trades exist here. Export merchants 
selling to Calcutta dealers on credit generally obtain funds locally from 
the import merchants taking their supplies from Calcutta, by means of 
letters of authority or hundis. This greatly facilitates internal remit* 
tance. A, an export merchant, sells his goods to B, a Calcutta dealer. 
C is an import merchant taking his supplies from D at Calcutta. A 
hands over a letter of authority to C to receive payment in Calcutta from 
B and takes the amount covered by the letter of authority from C here, 
C sends the letter to I) who obtains payment from B. tn many cases, 
however, remittances ai‘6 made through Post Office. The Peoples Urban 
Bank and the Central Co-operative Bank have no dealings with oilier 
Banks and cheque system is not in vogue. I'he Central Co-operative 
Bank require.s greater fm'ilities as regards Hemittance Transfer lleceipts 
than it has at present. 

' (t>) The existing an-angement for remittance is fraught with risk. 
Matters will improve if banks at other centres establish branches here 
for the purpose or the local banks fix up arrangements for remittance with 
the Imperial Bank or Joint Stock Banks in larger towns. 

(j-i) Bills are not in use here. 

(.rii) Only the particular class referred to in item No. (vn) above is in 
existence here. 

(xiii) Yes, by minimising fraud. 

(sv) No. Not discovered. 

(icvii) Railway and steamer receipts and cballans to boatmen and 
carters. 

{xviii) No difficulties experienced. 


Question 3 * — (i) The values of lands differ in different loealitiest. An 
average is, however, given below. The rates are for rent-free land with 
nij-jote : — 

Value of 

Kind of land. land per 

./• . vv- acre. 

V ‘ Rs. 


Aul salt ^growing paddy ... 

Doem salt growing paddy ... 

Soem sali growing paddy ... 

> (^aharam sali growing paddy . , 

r An! kala (growing Aus paddy, sugarcane, potato 
: ^ etO.l ' ... ... ■ ' ... 

Doem kala (growing ans paddy and pulses) 

Soem kala (gftWring aus and jhanji paddy) ... 

ClhaltaTam kala ... ... 


600 

500 

400 

206 

roo 

600 

400 

100 
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(u) Values of land differ fimterially according as they are fertile and 
prodnciive of crops even under adverse climatic condition due to their 
situation near irrigation canals or tanks, 4itc. Multiple interest in lands 
by several persons also affects their value. 

(o) The lands purchased ai auction sale for non-pa3rment of revenue 
command greater values than the lauds covered by items (6) and (c). 

ic) Lands purchased by court decrees often create litigation of various 
types and people purchasing such lands hesitate to pay the full value. 

(d) Lands purchased by private negotiations involve less risk as the 
transaction takes place after considering the pros and cons. 

Question 4. — (i) No, lands with uncertain tenancies, however, do not 
command any credit. 

(ii) Yes, to a certain extent in the matter of usufructuary mortgages. 

(m) No long terra credit institutions here. , 

(iv) No such bank here. 

(vi) Small cultivators take long term loans on the usufructuary mort- 
gage system, from their landlords or neighbours. The term rarely ex- 
ceeds ten years. It is only impecunious landlords that take loans on 
terms that can take more than one generation to liquidate. Long term 
loans should be discouraged for the benefit of small agriculturists. If 
they require any large amount they can always take benefit of the 
Agricultural (Land I luprovement) Loans or the three years loan .system 
fTOm village co-operative societies. 

(vii) (a) The I'ecords of rights prepax-ed under the Bengal Tenancy 
Act will show the title of ownership. They are, however, not always 
up to date. The original proposal of Lord Sinha to keep these records 
posted up to date through the agency of Union Boards seenis to met to be 
the best suggestion. 

(fj) The process suggested in item (a) above is likely to simplify the 
process. 

, (c) The loanees may be required to produce the records of rights 
certified to be up to date by the President of a Union Board. 

(viii) The working capital should be derived from (6) funds from 
central institutions. Debenture bonds may be introduced by the Central 
Institutions but should not be made use of during the infancy of sub- 
ordinate banks. 

(i» Debenture bonds should carry Government guarantee both for 
principal and iixterest. 

(x) A reserve fund should be created and the banks to be mainly 
under control of the Government. 

(.«) With Government guarantee, the agricultural mortgage banks 
should raise money for deposits at 6 to 7 per cent, in terecd;^ obtain frinds 
from Ceu^l Institutions at 9 per cent, interest and invest money at 12^ 
per cent, interest. 

{mi) .Yes. ^ 

The securities shbuld be periodically tested by ratiahle t^cera 
of thf Bank or by any other auitable i(^ncy.^^ 

8r— (t) Final B^i'ts on Survey and Settlement openMint>« 
districts may be consul^^ 
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. and (iv) The Circle Officers (Assistant SetUement Officers)' 

were asked to hold enquiries in their circl^ on similar lines. 

(v) The dues of the creidtors may be estimated as under: — 


Government 

in normal jrears. 

Per cent 

5 

In years 
of wide-spread 
calamities. 

Per cent* 

50 

Bank 

. . . 


Co-operative Societies 

... 25 

25 

Indigenous Banks 



Professional money-lenders 

... 70 

25 


(vi) Decreasing with the rise in the price of produce. 

(nii) Vide item (^') above only in abnormal areas. 

(viu} No difficulties arise. All subordinate officers are bound to keep 
the Collector of the District well informed about the economic condition 
ot their respective areas and to anticipate the amount in advance by 5 or 
6 months. 

(i>) Kabulis do not lend money for agricultural purpose. They sell 
blankets and cloths to the agriculturists on credit and realize their dues 
with interest. No written bonds are executed. Their activities are very 
little in this subdivision. 

(xii) No. 

{xiii) No. 

(xiv) If the raiyats are keen about repayment of loans promptly, 
much of the trouble can be saved. In normal years cultivators of this 
subdivision rarely borrow. 

(.rr) 25 to 50 per cent. 

(xvi) Interest on paddy is charged at 25 to 50 per cent. If large 
quantities are involved the rate of interest in rare cases is fixed at l2i 
per-cent. In case of cash loans when large amounts are involved and 
good reliable securities are offered the interest charged varies from 10 to 
15 per cent. In other cases the rate varies from 18 to 40 per cent. Com- 
pound interest is charged under special conditions. Ordinarily no 
compound interest is charged. If the creditors pay up the interest due 
no trouble arises otherwise attempts are made to levy compound interest 
after the lapse of a year. If debts are not repaid, legal steps are taken 
for their realisation. 

(svii) No. Not here. 

(4!riM)’ The question cannot arise. 

,.■■■ . '■■P ■ ■ '' 

QliBsUon 6a — (i) The agriculturists, I mean the pure type agricul- 
turists of this siibdivision, do not carry on any industrial pursuits. There 
are a number of rice mills here but they are mainly under the manage- 
ment of merchants or well-to-do middle class men. Recourse is, of 
course, had to gur-making by agriculturists but their number is too small 
tq-desmwe any, comment. 

(u) There is a thming trade in butter and ghee in this subdivision 
Jmd la^ quantities are sent to Calcutta. The villagers in Daspore area 
also a#n a decent income in all seasons from seasonable vegetables and 



134 


large quantities of palhal, betel leaves, cabbages and cauliflowers and 
potatoes are exported. 

Weaving- is still in existence in almost every village but the industry 
48 in a moribund condition. The people are veiy conservative and they 
x*an easily dispose of their goods at present thiough the existing middle- 
men. Any organisation set up to miminate these middlemen will have 
•to be run at a loss for a considerable time due to badness of roads. The 

5 Ie may, however, be shown the result of improved methods of 
ucing butter or vegetables by holding amcultural and industrial 
exhibitions where demonstrations might be held. 

(Hi) Generally, the agriculturists liave no sufficient funds to under- 
take any enterprise woith the name. But they are at liberty to under- 
take cottage industries in their homes. Hand spinning, cotton ginning, 
weaving, mat making, comb manufacturing and similar other things can 
be arranged to ameliorate tlie condition of the agriculturists. Steps 
must be simultaneously taken to get their products readily disposed of. 

^iif) Starting of village societies on co-operative principles. ' 

(v) Vide item (tv). 

S uestion 6A« — (/) The existing small industries are mostly financed 
ie capitalists themselves. Industries started with share capitals do 
not as a rule thrive well here on account of bad management. 

(?7) Conditions may improve if good management and sufficient credit 
ai‘e ensured. 


Quastion 6II« — (/) The people here are mostly agriculturists. The 
non-^riculturistH generally obtain loan on pledging their moveable pro- 
mriies. In such cases the late of interest (diarged is ( omparatively 
lower. Day labourers sometimes obtain loan on condition to repay the 
loan with interest by labouring under their creditor. In bell-metai and 
brassware industries, the labourers are granted dadan or advam-es by the 
Mahajans on condition that they will repay the advance gradually after 
w'orking under them* J-abouring under a third person during the 
currency of a dadan is taken as an iiilringement of the conditions of the 
advance and if not amicably settled, legal steps are taken to realise the 
outstanding advance at a time. Middle <dasws gentlemen and st^all 
traders in the Ghatal town can get loans from the People’s Urban 
and in the villages. I have found the major portion of the membership 
tci Co-operative Credit Societies is compiised of middle class farmers or 
<^l)ig cultivators. 

(fi) (a) For repayment of earlier debts; (h) marriage and other social 
occasions ;(r) litigation ; (d) for purchasing oraaments. Interest is charg- 
ed at rates varying from 12J to 40 per cent, according as fhe loan Is 
secured or unsecured. For second loans the rate of interest barged 
varies fmm 25 to 40 per cent. 

(Hi) Government does not advance anything to the non-agriculturists. 
The number of Co-operative Banks at work is small and thete is Hiuch 
, aeope for their extension. Subscribers to the Provident Wtmd can get 
loalis from their own savings but this is not popular. I ' l^lieve Co- 
oplalttive Banks in all district headquarters should be. opened for the 
Jbenefit of service-holders. ! 

iiv) Almost stationary bnt there is a tendency towards incri^M^ 



: <n) A Cooperative Central Bank ha$ Recently been establisbed here 
nndl it is too premature now to judge of the difficulties of the working* 
^he Provincial Cooperative Bank is financing the Central Bank. 

(iv) No. 

(vi) Granting of financial concession of the nature contemplated will 
no dotibt stimulate the growth of the co-operative movement. 

Question 7 A« — (t) This will make the working of the Central Bank 
rather unwieldlv. Otherwise there is no harm. 

(ii) Yes. 

Questiwi 7Bi — (i) Compared to the requirements of the people, the 
cooperative societies at work play only a minor part to improve matters. 

(it) Vide 7B (i). 

(Hi) There are 80 village societies now under Ghatal Central Bank 
in course of 18 months’ work. The village societies can further be in- 
creased and several applications are already pending. But they cannot 
be taken up as there is only one Auditor and one Supervisor and it is said 
that one more Supervisor is necessary to effect efficient control of the 
Banks and their proper inspection. The Bank cannot on their present 
income employ a Supervisor of their own. Government assis- 
tance in the shape of staff is necessary for each Central Bank for the fii-st 
five years. 

The work of the co-operative staff cannot be properly controlled by 
one Inspector in a wide area. They should be put under District 
Jtfagisfrates and Subdivisional Officers and submit tour diaries and tour 
programme to those officers a-s the Circle Oflicers, who are Sub-Deputy 
Collectors, do at present. 


17. ^ 

Mr. Ananga Mohan Chakrabatti, Deputy Collector, Khas Mahal 
Marnier, Contai (Midnapore). 

Part I.— Agricultural Credit and Credit Facilities for Small Industries.. 

vA# > 'i^iQuesBon 1. (i) (a) Most of the neople of this subdivision are agri- 

culturists and they obtain their finance from their superior landlords 
generally at the time of cultivation, when necessary, either in cash or f; 
kind. When the superior landlords fail to assist them they have to 
take resort to the village mahajans. » 

^ ‘"(h) |i'rom the alwve sources as well as from the rural Co-operative 

^ Societi^ where, these exist. ' 

Ordinarily from the village mahajans and also from the Co-opera- . ; 
tive Nineties where these exist; in the ease of calamities, e.g., flood or 
li^re of monsocm, from the Government in the shape of agricultural 
4o«ha. They have sometime« to sell their cattle and mortgage , their n. 
filver ^Q^aments and utensils for finance in such times. ^ 

(«^ The village 'toaha jans generally charge an interest of 25 to 
J37| per on the loans given. The loans are generally taken for 

^ B period iP' wffie year till the -next harvest. In the case of loans in 
' '’‘^“^gaa intelFMt o^ i mnund per one,;mannd of paddy per year is generally 
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charged. The loans are given on hand^notea or on putting only 
thumb impressions in the books of the mahajans in the case of small 
loans to knovra parties. In the case of heavy loans mortgages of lands 
are taken as security. The percentage of secured loans is about 40 
and that of the unsecured loans is 60. 

{Hi) Oovemment generally finances at the time of calamities when 
all other sources fail. There is a net-work of Co-operative Societies 
in this subdivision, which play an important part in agricultiarai 
finance. As, however, the members only can get loan from the Co- 
operative Societies and that to a limited extent, the agriculturisti,, have 
to resort to the village mahajans for this purpose. There are no 
bankers here. 

(iv) In this subdivision about 10 lacs of rupees will be necessary 
every year for this purpose. 

(v) There is no system or certainty of getting loans. So no one 
can count on any source till the loan is actually secured. The loans 
except by the Co-operative Societies are given at pleasure of the vil- 
lage mahajans, there being no rules or systems to guide them. The 
establishment of more Co-operative Societies or village Banks from 
where loans can be taken on security will remove the defects. The 
Post Office Savings Banks only take deposits but do not give loans. 

(rt) There is no co-ordination. 

Question 2> (i) The Raiyats after the harvest take their produce 

to the nearest market and sell them. The superior landlords and 
mahajans sometimes go to the houses of the raiyats and take the pro- 
duce in lieu of the loans given with interest to secure early payment. 

As there is a rush of creditors including the landlords for i^ali- 
zation of loans and rents just after the harvest, the raiyats cannot 
hold up for a better price except the big ones who are well off. 

(«) Establishment of Co-operative Sale and Supply Societies in 
eveiy centre may do some good and there is ample scope for them, but 
the initiative about the management of such societies will have to be 
'taken by Government. Otherwise such societies will not prosper. 

(tii) There is only one Co-operative Sale Society in this subdivi- 
sion. It is run by the shareholders, from whom the Directors and* 
office bearera are elected. It is linked with a central organisation in 
Calcutta. It is financed by share capital as well as by loans from the 
local Central Bank and the Provincial Co-operative Bank up fd ft 
proportion of its shares. 

{iv) If the raiyats are to hold up for a better price they are to be 
financed during the interval for which no facilities exist at present;^ 
Sometimes they take advances from merchants to supply the produce 
after harvest at the contracted price, which is generally a little be- 
low the average price of the tdme. But this generally applies to some 
special crop, e.g., jute. 3 #, 

(v) There is no such difference. 

(vi) {a) The merchants and dealers come with their boats to tffie 

different centres and hats and send out to the different villt^S 

and purchase paddy on cash price and load their boats. ?^ey then 
j;io tp the ports of the province and sell their paddy. 

There is no import' trade here for paddy from the ports. Some- 
times the merchants and dealers in paddy bring salt a*»d knrpiBne oil . 
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/irlKn coming back from the ports and sell theni to the consumers in 
1^ hats. In this business they generally supply their own funds them>' 
(felTes or take occasional loans from the money-lenders. 

(viii) No facilities for internal remittance. 

S UMtion 3« (i) Value of paddy land per acre varies from Bs. 3(M> 
s. 600. 

Value of land per acre for vegetables varies from Bs. 400 to Bs. 800, 

(u) The lands in which vegetables are grown are high lands adjoin^ 
ing houses where several kinds of crops can be CTown which fetch 
high prices. In low lands only paddy is grown. The prices of high 
lands adjoining houses are therefore generally higher than paddy 
lands. The land from which higher profits are derived generally 
fetches a higher price. 

Question 4> (t) There is no legal impediment here about niort> 

gage. 

(it) By the amended Bengal Tenancy Act the power of credit has 
been curtailed to some extent as it has done away with iisiifructuary 
mortgages and limited the duration of ordinary mortgage. 

(iv) There are no land mortgage or agricultural banks here. 

Question 5> (i) In this subdivision about 25 per cent, of the agri- 

culturists of a village are indebted. The amount of indebtedness is 
to the extent of about Bs. 5,000 per village. 

(ii) By enquiry from the local Begistration office as w'ell as by a 
house to house enquiry by the President panchayat in an average' 
village. 

(iii) (a) About 10 per cent, of the debt is secured by registered 
mortgage. 

(b) About 15 per cent, of the debt is given otherwise. 

(iv) Debts are generally incurred here for all the purposes mention- 
ed in items (a) to (g), of which item (c) preponderates. Very little 
4ebt is incurred here for items (h) and (i). 

(v) The creditors are generally village money-lenders, co-operative 
scmieties and in a few cases, also Government for agricultural loan 
given at the time of distress in the affected places only. 

(vi) Increasing. 

These are given in times of distress only and to selectedi 
(w't) No. 

= (rtv) By starting seed depots in connection with co-operative 
societie# in villages, the repayment will be double the quantity of seeda 
supplied. 

(aM?) Five tb 10 seers per maund for six months. 

The crop is taken’ from the threshing ground after harvest 
and also by litigation where other means fail to enforce payment of 
debt. 

. (iTPtt) Yes, . to some extent. 

T(drtJtV.»)’ Necessarily. 



1S8 


QuMtiMI Ai (t) There are ipt-making, gur-making, rice-milling 
and Ixand-spinning and wearing industries here. 

(it) By starting Co-operative Sale and Supply Societies. 

(iti) By encouraging spinning and weaving industries. 

(iv) By organising Industrial Co-operative Societies. 

(v) By organising Industrial Co-operative Societies and- Banks. 

Question. BAi (i) By taking loans from village money-lenders as 
■well as advance from merchants who buy these articles. 

(it) Starting Industrial Banks. 

Question 6B« (i) By pledging ornaments, utensils, hous^^ and 
•also by mortgaging lands who have them. 

(it) Generally for their maintenance and also for performing social 
and religious ceremonies. The interest varies from 26 to 37 J per 
cent, in case of the unsecured loans and 12| to 25 per cent, in case 
•of secured loans. ' 

(iti) They get loan from Co-operative Bank and village money- 
lenders through persons taking loans from these sources. 

(iv) It is on the increase. 

QuMtion 7. (in) Five lacs of rupees. 

(iv) No. 

Quastion 7A. (i) Yes. 

(ii) Yes. 

(Hi) Yes, where such banks are secure. 

(iv) No assistance rendered now. 

Qu68tion 7B. (i) Rate of interest for such loans cannot be inde- 

, finitely incieased where Co-opeative Societies exist. 

(ii) Twenty-five per cent, of the village money-lenders have closed 
their business where Co-operative Societies have been started. Now 
«uch people find it more profitable to deposit money in such societies. 

(Hi) Illiteracy of the people, joint and separate liability of the 
members, opposition of village money-lenders and the limited amount 
•of loan that can be secured from the societies which sometimes serve 
:no useful purpose. 


18 . 

Mr. daiadhar Chose, Cirela Offloer, Sadar Circle, Midnapwa. 

Part II. — Indigenous Banking. 

Question 1<— Practically there are no regular banks, but there are 
•rich ]MopIe who lend money and paddy, they are locally called 
/*‘mahajans.” 

Qpiumtion 2. — ^Agriculturists of poor means borrow generally ^addy 
«n|[ sometimes money from those mahajan bankers for their mainten- 
and purchase of plough, cattle, seeds, etc., wh«n their stock of 
l^dy and seeds run short in jthe months of June to August, and thoas 
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|i>^8 ftre souietimes repaM when they can afford to do so after harvest* 
ing their autumn and winter paddy in October and December, respeo- 
tively. Defaulters lo8e_ their lands by the dishonest litigation of the 
designing banker mahajans. 

There is a peculiar system among the silk cloth weavers; they take 
the yarn from their mahajans in advance and they make silk cloth; the 
mahajans take those cloths paying the weavers some wages only which 
are quite inadequate; the profits go to those maliajaqs; that silk is 
locally called Tasar and Ketay. The total number cSf those weavers 
is noted below : — 

There are 191 weaver families with about 2{)0 hand-looms at Ananda- 
pur, police-station Keshpur. 

There are 34 families and 42 hand-looms at Majura, police-station 
Keshpur. 

Teiy few of those weavers finance their industry with their own capital. 
Their produce of that industry — Ketay and Tasar — is largely exported to 
outside Bengal — to Bombay, Madias, etc., and even to foreign countries. 
Those mahajan bankers are also exporters of those silk cloths to the 
different places noted above. 

Question 3< — («) It is not possible to give the amount of the capital 
invested. 

Midnapore is proverbially a paddy-producing district, and the peo- 
ple prefer paddy-lending business to any other business, ns they find 
it quite .safe from dacoits. That business is also more paying, fetching 
about 25 per cent, interest, which is also paid in kind — paddy. 

The paddy-lending mahajan exercises great influence as the number 
of dacoities have been increasing without suflicient detection ; niouey- 
leiiding business is declining and there has been a tendency of currea- 
ponding rise in paddy-lending business. There are very few mahajann 
having capital of Rs. 50,000 each. They number 5 in all, in the 8 
thanas of Keshpur, Midnapore and Shalboni. 

According to a rough estimate the number of paddy-lending maha- 
jans would be about 10 in each 100 sijuare miles with a capital of 
1,000 to 5,000 raauiids of paddy, as stich paddy-lending business is 
predominating in this part of the district for the reasons noted above. 

(c) Expenses of mahajans of moderate means of capital are almost 
nil as'tthe deed-writers are paid by loanees, as some mahajans (bankers) 
are dishonest in accounting; there is a great tendency to the increase 
o| litigation and those bankers are to meet the civil court litigation 
charges, at the start of the suits, but in the long run the loanees are 
ruined and they are rendered landless by the bankers and in the long 
run those bankers l>ecome gainers by litigation. 

The more substantial bankers have got clerks to keep accounts of 
paddy and money-lending transactions oh an average pay of Rs. 8 and 
food per month. 

The paddy-lending mahajan keeps one man locally called “Kayal,” 
weigher of the paddy lent out, and he is paid in paddy to the approxi- 
mate money value of 6 annas to 8 annas per day of those transactions 
held, by the loanees at the time of repayment of that loan paddy. 

(d) Those village bankers have got no iransactions with town banks 
— -Ithperial or others. 
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One indigenous bank has got no connection with as^kjer such bank^ 
each one carrying on its own business independently.* ^ - 

_ There is one central co-operative bank nt Midnapore but tbe above 
village mahajans are not inclined to invest their money into that’ 
central bank. 

Question 4. — In view of the fact that those village bankers do not 
cany on their money-lending business outside the village limits this 
question does not arise here. 

Question 5. — (t) Small loans are granted by simple entries with 
signature or thumb impression on the regular account books of the 
^jankers maintained by them in their ordinarj' course of business; in 
big transactions loans are given on mortgage of landed property, tnd 
those bankers strictly follow the provisions of the Limitation Act in 
their transactions. Loans are also granted on hand-notes on the 
pledge of ornaments, cattle, etc. 

(ii) Those bankers never borrow funds for their business, they 
generally limit their business to their accumulated funds of their busi- 
ness augmented by their annual stock of paddy and money. They are 
not only mahajans, but they are also great agritmlturists, obtaining 
thereby large amount of paddy annually. As such they do not keep 
any deposits. 

(nt) Does not arise. 

Those mahajans or bankers of the rural areas do not hold any trans- 
action outside the village limits; hence [ir) and (v) — Nil. 

Question 6. — (t) In big transactions of money rates of interests aro 
12 per cent, to 18 per cent, and in small transactions of Rs. 2 to Rs. 10. 
•The rates of interest are found up to 76 per cent, and even more. 

4 r ■ 

In paddy loans the rates of interests vary from 25 per cent, to 37 
per cent. 

From the poor loanees compound interests above those high rates are 
common. 

(it) The money-lending and paddy-lending business is also governed 
by tbe general principles of political economy — demand and supply. 
If in each thana banks of paddy and money (cash) be established with 
lower rates of intere.st — 9 per cent, to 12 per cent. — those rates of the 
rural bankers can be easily brought down. 

(in) Yes, it is expected to improve them materially. 

Quostion 7t — (i) There is no prejudice, on the contrary, by their 
hereditary customs, they think that those mahajans are tneir family 
assets. 

'(if) Yes, I think they are more than sufiSciently protected by law 
as they easily obtain decrees of 100 per cent, to 300 per cent, of the 
original debts. ■ 
pu) No. ' 

(tr) The dealings of those hankers are g^eraUy conducted on very 
masonnd lines. 
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(■») Those hankers lend ont their paddy and money keeping their 
eyes upon the landed property of the loanee, generally with the main 
onject of ^iting the capital invested swelled by compound interests, 
and when it is found by the banker that the debts have run too high 
to get cleared by the loanee, the banker goes to the civil court and 
manages easily to appropriate the lands of the loanee by civil court 
decrees. By mtroducing and enforcing instalment system' for clearing 
debts and fixing the maximum rate of interest proportionate to the 
capital invested, the defects may be removed partly. Some legislation 
on the points is Urgently needed, on the alKJve lines suggested, ns under 
the present practice the banker realises the capital invested at the 
enormously high rates of compound interests by adding those high 
rates of interests to the orginal principal debts and changing the loam 
deeds as often as liked by the banker to swallow the entire lands of the 
loanee; in many cases the banker also does not credit money or paddy 
in the accounts repaid by the loanee, and the latter, being illiterate, 
cannot understand the tricks of the banker. It is not uncommon that 
the loan repaid by the loanee is still shown in his account as a debt 
of the loanee and thereby the loanees are gradually becoming land- 
less, all lands falling into the bands of bankers. The remedy lies 
in opening tliana banks in each thana suggested above. 

Question 8, — (i) and (ii) Vide Question 7 (v) and removing those 
defects by legislation. 

(m) No. 

(iv) At first they may be defiant and discontented but in due time 
all such things would disappear, and the new measures would succeed 
in due time. 

Question 9. — Minimum IS per cent, and maximum 24 per cent. 

Question 10, — ^As long as the loanee has got some lands to attract 
the bankers they meet all the demands. 

Question 11# — (*) By opening tbuna banks having each central bank 
in each district town, and all such district town central banks linked 
with the Provincial Bank at the capital town. 

n'i) Yes, as suggested aliove 

(in) By taking the local directorate. 

(rr) I think the competition cannot be avoided at the start, as those 
bankers are not expected to join the proposed new banks, but in course 
©f time they may be compelled to come on the direct rate of those new 
Ijanks if tbe loan business can be centralised in each tbuna bank. 

Quostion 12.— (i) I think so. 

. (tt) No. 

(iii) Does not arise. 

N.B. — In conclusion I beg to add that the loanees who are generally 
tdl cultivators by profession have been growing landless, by unfair me:m8 
©I these bankers. Some legislation is necessary to restrict rates of inter- 
op and to enforce instalments for repayment of the debt within the 
&ied time thereby to stop the liberty of the hankers to get the invested 
capital swell enonnixisly for swallowing the lands of the poor 
cml^vatojSsl*^ 
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Mr, B. C. Aifliya, Cii«tt Officer, ^ 

" T" ■ - . . 

Part I.— Agrieufturai Cretfit ami Oridlt Facititias fw fMail Indiwtrias. 

. ■' 'T 

■> ■ , ■' ■ ^ > 

Question 1> (i) Tbe agriculturist obtains ^saiioe--^ 

(a) for expenses during cultivation in a few cases from tbe savings 

of previous years and in most cases from local professional ' money- 
lenders in. tbe shape of loans, both in cash and in kind, are also 

occasionally taken from co-operative credit societies whidb are very 
few in number; 

(b) for capital and permanent improvements from tbe same sources 
as in (a); 

(f) for other special needs, e.p., failure of monsoon, for land revenue, 
rent, etc., from Government, principally in the shape of Land Improve- 
ment and Agriculturists’ Ix)an8 and from local professional money- 
lenders in a few cases. * 

(it) The rate of interest charged in respect of advances in kind is 
26 per cent, per annum, and in respect of advances in cash 24 per cent, 
and 37-6 per cent, simple interest, just as the advance is secured or un- 
secured. The period for which loans are taken is usually harvest year 
for paddy loans and three years for unregistered and six years for 
registereci promissory notes. The term for land mortgages is 12 years. 
The security given and accepted is either standing crops, ornaments or 
lands. The percentages of secured and unsecured loans are 75 and 25, 
respectively. 

(tti) The part played in agricultural finance — 

(а) by Government consists mainly in the distribution of liOnd 
Impi'overaent and Agriculturists’ Loans in times of scarcity as also 
in the distribution of various kinds of seeds and manure of a superior 
.quality to the agricultural classes for the purpose of carrying on 
agriculture on modern scientific lines; 

(б) by Imperial Bank of India and Joint Stock Banks is nil. There 

are no indigenous Banks or bankers; 'fe 

(c) the Tamluk Central Co-operative Bank plays an important part 
by supplying nearly 10 per cent, of the needs of the agriculturists. 
The rest is supplied by local professional money-lenders, who, in spite 
of their exorbitant interest, constitute the main pillars of agricultural 
finance on account of their being too easy of access. Until recent 
times, the sole monopoly of financing agrriculture can be said to have 
existed in the hands of these capitalists, who made money out of their 
capitals at the cost of the poor cultivatora to whom the modem co- 
operative credit facilities were a sealed book. 

(tr) The total amount of capital required for the various pmposes 
stated before may roughly be estimated at Rs. 10,00,000. 

^ agricultural finance being derived from 
local professional money-lenders, the exorbitant interest charged by 
them becomes a great hard^ip on the poor agriculturists, w1m> in spite 
of all this, have got no other alternative than to look for support to 
theite usurers ia times of need and diskrtos. Another prominent defe# 
nbnlceable in the present system of financing a^culture is "the rapid 



aceumulation of toQ |uoney in the hands of a limited number of 

cimitolist%^whQu,care for seIf*aggrandi&ation than anything else^ 

whi<di; reminds on^oif tiMf^amous lines — -S 

“ III fares the land, to haetenaihg ills a prey, 

Where wealth'^accnmnlates, and men decay.” 

The capitalist has, no doubt, his own place in the sphere of economic 
activities o| the country but so far as the poor agriculturist is concerned, 
he is dHl^erously useful. His pecuniary help to t^ cultivator in tinica 
of distress subsequently assumes such terrible dimensions that it sits 
tight u^n his breast like a nightmare and brings him to ruin be 5 'ond’ 
all prospects relief. 

The principal reasons for the existence of the above defects ara 
(7) lack of co-operative credit facilities in the mufassal and (S') no less 
the general illiteracy of the agricultural population. The agricultural 
classes are, generally speaking, simple-minded people with a nanow 
range of vision and scarcely any knowledge of the fundamental princi- 
ples of economies. Their blind attachment to primitive social customs 
drives them almost unknowingly to a state of financial crisis which. 
tJ'ey are incapable of tiding over. 

The undesirable exploitation of the weaknesses of these simple folk 
by their more fortunate brethren can, to a considerable extent, bo- 
remedied, if credit facilities be extended through the length and 
breadth of the country by the organisation of a sufficiently large number 
of co-operative societies in suitable centres of agriculture with a view 
to meet all possible demands of the agricultural population with a 
fair ainount of justice. There should he one central organisation con- 
trolling nnd regulating the operations of all the branch societies which 
should aim chiefly at the greatest good to the greatest number. If this 
is clone, there is a fair chance of the hitherto uncontested monopoly of 
agricultural finance being wrested out of the stubborn clutches of the 
self-centred capitalists and ultimately vested in the safe hands of a 
certain sensible and responsible section of people. 

(vi) There is at present no co-ordination among the various credit 
agencies including Government. Much good might lie done to the 
agricutturists, if the various credit agencies worked in co-operation with 
G-overnment with the common object of ameliorating the condition of 
the agricultural population. There might be one method of work for 
all which requires to be formulated in such a way as to suit the existing 
conditions of life and facilitate the operations of all the agencies by 
a proceM of mutual help and support. 

QuoStion 2« (i) The present method of marketing principal crops, 

e.g., paddy and jute, can be called an indirect method, in view of the 
fact that the producer has no immediate or direct concern with the 
consumer. The raiyat usually takes his produce to a local market and 
sells it either to a retail dealer, who, in his turn, sells it to the con? 
sumers or he sells it to a wholesale merchant who transports it to 
Calcutta markets where he makes a handsome profit out of it. The 
producer is thus for ever left in the dark about the several processes, 
through which the product passes before it attains its ultimate value 
which is almost always in its enormity inconceivable to the producer. 
Ho hn.s np other alternative than to content himself with the smalt 
|>rice he gets at the local market. 



Neither can he hold up his crop for a better price for joiy length 
of time, simply because of the fact that having no ; resources of any 
kind at his disposal, he has usually to depend on each year’s jproduce 
for (/) payment of rent, (2'} repayment of loans and (d). clothii^ and 
other daily necessaries of life, etc. Placed as he is ftem the beginning 
to the enci of the year in the vortex of financial difficulties and his 
paddy and his purw being, generally speaking, one and the same thing, 
Ilf has no room for speculation. 

(it) Matters would be considerably improved if cooperative sale 
•societies were organised at suitable centres for the profitable marketing 
of indigenous produce. These societies, if sufficiently financed by local 
deposits and shares and loans from co-operative banks, can give the 
producer a fairer price, and can help to hold up the produce for a better 
market and sell it, when the opportunity comes, with a decent margin 
to themselves. , Both the producer and the consumer will be benefited 
thereby, the former by a more reasonable outturn and the latter by a 
fairer price. 

(m) There is a Co-operative Agricultural Society and also a Sale 
Society attached to it at Dwarigeria in police-station Sutahata, which 
are constituted by the local agriculturists. They are financed by the 
deposits of the members and loans from the Tamliik Central Co-operative 
Bank. The societies are still in their infancy but they have been 
gradually gaining ground since their start. 

(iv) There are practically no facilities actually existing at present. 
'Oo-operative credit and sale societies are required to be organised at 
4^!onvenient centres for the financing of products during marketing. 

(v) No. 

(ju) Exports and imports are usually <*arried on by merchants or 
•dealers, who are financed partly by their own accumulated capital and 
partly from the Tamluk Central Co-operative Bank and local profes.sional 
money-lenders. 

(rt) (a) The terms on which the financing of trade during export 
and import is done are the same as given in I (n). The difficulties 
incidental to such financin|r, e.g., high rate of interest, etc., can, to a 
eousiderable extent, be obviated by the extension of credit facilities by 
-the organisation of a large number of co-operative credit and sale 
societies at convenient places as so many branches of one central orga- 
nisation. 

(ri) (6) There is strong ground for the suggestion that the grower 
of produce in India does not get the full value for his produce on 
account of the specidative buying and selling activities of firms and 
companies who deal in the export trade and on account of the control 
.of prices by these and other bodies. A better return to the producer 
can be provided for by means of co-operative effort generally which is 
the only we^n for unseating the moneyed fortune-seekers whose un- 

a uenchable thirst has got to be satisfied before the product can reach 
lie consumer. 

(vm) None. 

(lit?) to (irviii) Inapplicable. 

(^) Immense good would be done to the agriculturists if licensed 
wtrAoMes were operated in India on the lines of the svstem prevail. 
iBjg in the United States of America. 



3. (t) The principal crops are paddy imd juie. The valua* 
tiobiif lands in UOTinal years is given below — ■ 

' Class of land. Value per acre. 

Rs. >. Rs. 

Paddy . . . . . . . . 200 to 600 

Jute . , . . . . . . 150 to 360 

TKere are various factors affecting the value of lands, e.g . — 

(1) Want of purchasers. 

(2) Encumbrances. 

(S) Auction sales and Sales by Court decree. 

The above valuation relates to purchases by private negotiation, (a) 
Government auction for non-pa.yment of revenue and (b) sale by Court- 
decree decrease the value of lands by 25 per cent, on an average. 

Question 4. (i) No. 

(n) The amended Bengal Tenancy Act has to a certain extent in- 
fluenced the credit of the agriculturists by diminishing the value of 
lands in cases of occupancy rights, 

(m) To some extent. 

(iv) No. 

(vi) Cooperative principles have got to be adopted in establismng 
such institutions. A co-operatiye institution can, if it is sufficiently 
financed, lend money to individual tenants by land-mortgages at a 
considerably lower rate of interest than the prevailing one. 

(vii) There is at present no necessity for (a), (b) or (c), 

{mii) The working capital of the proposed mortgage Bank should be 
derived largely from deposits. 

Interest given may be 8 per cent, and interest cliarged 12 per 
cent, per annum. 

Question 5. (i) The following figures regarding the existing in- 

debtedness of the agricultural classes of thana Mahisadal are based on 
the annual report of the Sub-Registrar, Mahisadal, for the year 1928 : — 


Nature of debt. 

Year. 

Amount. 

Rs. 

By registered mortgage 

1926 

4,.56,607 

(2) By registered promissory notes 

1926 

82,900 

(3) By registered bonds 

1926 

18,712 


Total 

.. 5,58,219 

(!) By registered mortgage 

1927 

5,05,796 

(2) By registered promissory notes 

1927 

74,700 

(3) By registered bonds 

1927 

18,785 


Total 

. . 6,99,281 
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J 7) By le^pstered mortgage 

' :i928" 

^ 3,37^ 

\2) By. registered promissory notes 

. . 1928 

W,20(> 

' 'fJ) By registered bonds 

. , 1928 

23,039 


Total 

.. 4,24,700 


The above figures represent 75 ^er cent, of the total indebt^ness, 
the remaining 25 per cent, constituting the amount covered by un- 
registered documents. ' 

The average of the last three, years^ figures is^ Its. 5,27,400, which 
being 75 per cent, of the total amount of debts incurred, the average 
^ indebtedness amounts to Rs. 7,03,200. 

. (it;) The purposes for which the debts were incurred are — * 

* (a) the repayment of earlier debts; 

(5) marriage and other social occasions; 

(c) litigation; 

(d) payment of land revenue or rent; 

(«) growth of the debt by compound interest, interest not having 
been paid; 

(/) cattle, seeds and manure; 

(//) agricultural improvements. 

(r) The debts are largely due to the local professional money-lenders 
and partly to the co-operative credit societies and the Tamluk Central 
Co-operative Bank. ^ 

(in) Agricultural indebtedness has been increasing. This if also 
corroborated by the figures of the Sub-Registry Office. There may be 
a sudden fall in a particular year but that should not be allowed to 
affect the general conclusion to 1)6 derived from a study of the condi- 
tions of a series of years. The fall may be due to a particularly good 
harvest in the previous year or to the gradual increase in the number of 
co-operative credit societies in the mufassal. 

(vti) The needs of the agriculturists are sufficiently met the 
JLand Improvement and Agriculturists’ Loans Acts. 

(riff) The operations of these Acts requiring a good deal of elaborale 
ji^eliminary enquiry, greater promptitude in the operations dlan be 
ensured by the deputation of an adequate number of officers speciajPly 
for the purpose. Some should be employed in making local toqtiiies 
and some in searching records in the Sub-Registrars’ offices in orclW lo 
examine the genuineness of the security given for the loans under the 
Land Improvement Loans Act. Others should be sent to the spots for 
^j^stributioa of loans. 

(t*):None, , 

r Kane in my personal knowledge. 



(ft) little^ on aceount of the genef^ ^fieakness and imoimnce 
of rae a^cultural classes. They might reiy Veil be helped oy thei» 
more enlightcme;^ co-villagers in seeking relief in Law Courts. 

(artVLiNot ''known. ;■ 

(xiii) Scarcely any such case. « 

(jdv) Societies should be organised by propaganda work at suitable 
een^s of agricultural importance on co-operative basis under (3K3V«rn> 
meht control. Seeds might be distributed through these agencies "junt 
before the commencement of agricultural operations and collected 
through them again during nest harvest time with interest at a fair 
and^ oquitable rate. 

(sv) 25 per cent, per annum. 

, (avi) Bates of interest charged vary from 20 per cent, to 30 per cent. 
' pmr^wanum, simple interest. Paddy loans are unsecured. There is no 
^stematic method of enforcing payment of the loan. Personal in- 
fluence is used in most cases. 

(xvii) and (trviii) Yes. 

^ m^mtion 6. (i) Nearly 60 small subsidiary gur-making and 3 hand- 

spinning industries supplemental to agriculture. 

(ii) By organisation of co-opeiative societies with supplementary co- 
operative sale societies for marketing the products. 

(Hi) The major portion of the Midnapore district being a largely 
Cocoanut-growing area, industries might very well be started for pre- 
paration of oocoanut-oil on a large scale and also of ropes from the 
cocoanut fibres. This will go a long way towards supplying work for 
the peasantry during their comparatively idle hours. 

(^^•) The working capital might very well be secured from intending 
shareholders of the industries as also from co-operative banks. 

(r) There should be a financial machinery based on co-operative 
principles. 

Qvestkm 6A. (i) No such industry in my area. 

Question 6B. (i) The local professional money-lenders are the only 
sources. 

(ii) The purposes are usually (J) marriage, (2) litigation, (3) famine 
and other kinds of distress, (4) payment of rent, etc. The rates of in- 
terest are usually 37-5 per cent, in case of unsecured and 24 per cent, in 
casu, of secured loans. 

(Hi) They are getting help in tim^ of need but provision should 
be made so that the day labourers having no lands to offer as security 
may get loans on personal security in special circumstances. 

(r) Increasing in the case of small traders and middle-class gentle- 
The latter are often liable to run into debts for no other reason 
^^an to maintain a style which their purses do not approve of. 

QlM8thlll 7. (/■) No co-operative bank in my area. 

(ii) Tbe co-operative societies are still in the making. 

(tit) Bapees 10,00,000 for my area. 



(vt) It is really desirable to grant financial concessions in order to 
stimulate the growth of the co-operative movement. 

^iMStion 7 A. (f) Tes, in order to popularise^ the co-operative 
movement. 

(it) Yes, as much as is consistent with existing local conditions. 

(m) Yes, because each would thereby improve the financial position 
of tne other. 

(iv) Inter-dependent. 

Question 7B« (i) The establshment of co-operative societies has to 
a certain extent checked the unreasonable demands of the professional 
money-lenders. 

(it) But scracely any professional money-lender of importance has 
been replaced thereby. 

(ni) The most prominent amongst all the factors that operate 
the rapid spread of Co-operative Banks in rural areas are (I) the 
influence of the local professional money-lenders who are either zamin- 
dars or merchants, (2) the general illiteracy of the people and (3) lack 
of investment habits. + 

Extensive propaganda work from village to village is required to 
train the people and persuade the leading local gentlemen to form co- 
operative .societies and banks. 

Part lA — Loan Office and Joint Stock Banks in the mufassai. 

None in my area. 


Part 11. — Indigenous Banking. 

None in my area. 


Part III. — Investment Habit and Attraction of Capital. 

Question 1 . (Hi) Postal Savings Bank and Co-operative Bank. 

(if) Yes, so far as the Postal Savings Banks are concerned. So far 
as the co-operative bank is couceriied, the question has been dealt 
with in the answer to question 1 (v) of Section I. * 

(v) Yes, by organisation of sister co-operative banks. 

(fi) The les.s enlightened people with old conservative ideas still 
persist in their habits of investing in silver and gold. They keep lumps 
of silver and ^Id, usually rupees, sovereigns and guineas, preserved In 
brass pots and buried underground in some secluded comer of ^eir 
dwelling houses or concealed in the midst of walls for the benefit of 
their heirs, the most beautiful part of the transaction being that the 
benefit is not unoften reaped by persons who could not have dreamt of 
lading any valid claim to the hidden treasures. Jars of silver and 
gold have been found while digging sites of old houses for the construe, 
iven of new ones. 
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2 , (i) Yes. The popularity can be increased by propa^ 

gnnda work. 

(ii) and (Hi) Yes. 

(iv) PrincipaUy service-holders who are in need of safe custody. 

(y) Increase in the rate of interest. 

(vi) The people have greater faith in Government than in banks. 

(QliastiOn 3i (t) I can recommend some concessions for the small 
agriculturists and investors of the country in order to popularise the 
securities. 

(ii) None. 

(m) and (iv) The agricultturists usually beep the moneys with them 
for ordinaiy expenditure and the surplus if there be any left at all,, 
remai^Jin ^eir hands as a reserve for future years. 

ThlT’ educated gentlemen purchase cash certificates and other Govern- 
ment securities and also invest in banks. 

Question 4. (i) to (it-) No cheque habit in my area. 

Question 5. (i) Yes. 

(it) {a) Ijaok of enterprise ; 

(h) Illiteracy of the masses; 

(c) A general ignorance of the fundamental principles of economies 

and * 

(d) Last of all, though not the lea.st, a prevailing primitive idea of 
the insecurity of money entrusted to others. 

(in) Yes, I am strongly in favour of propaganda work as an effective 
means of encouraging investment habits amongst the people. 

(iv) Extension of banking facilities and a consequent stimulation , 
of trades and industries. 


20 . 

Mr. Bijay Kumar Bhattacharjea, Circle Officer, Tamiuk (Midnapore). 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (?) (a) Savings from previous takings by a number of 

the mcure prudent section of the peasantry which in no case in the 
Tamiuk Circle exceeds 25 per cent, of the agricultural population. 
Iioans from local mahajana (generally landowners) by the rest. 

(6) Loans from mahajans principally. 

(c) In good agricultural yeai-s from the outturn cf the land; in 
cases of distress loans from mahajans and Government. 

(ii) Rate of interest — (a) When in kind — varies from 25 per cent, 
to 50 per cent, of the stock (paddy) advanced. 

(6) When in cash — ^20 per cent, and upwards per month on simple 
money bond. In case of soured loans on land mortgage or bullion 
]^'vms, the rate of interest is often reduced to 1 per cent, to 1*5 per 
cent, of the principal. 
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secured aad unsecured loans to tiie agriculturists 
in '^a^uk circle — 33 per cent.; 67 per cent. 

; given. — Generally, standing crops, nest oma- 

i^eits and bullion pawns and last land mortgage. 

(m) Part played in agricultural finance by — 

» a * • 

(1) Onvernmentt — Confined to distributing agriculturists loan in 
times of distress and supply of seeds and seedlings by the depart- 
ment concerned if demand be made on a large scale by a composite 
body in any particular area. 

(2) Imperial Bank of India. — Practically nil. 

(3) Joint stock banks. — The unorganised peasantry' get no benefit 
from the banks. 

(4) A certain section (about 10 per cent, of the whole), where village 

societies have been formed and affiliated to the Central Bank, get loans 
on easier terms (by 50 per cent, ordinarily as compared to what obtained 
with the mahajans). , 

(5) There exists practically no indigenous banks or bankei-s in the 
true sense of the terms in these areas. 

Professional money-lenders are also generally big landowners and 
as such stockers of principal food crops. Naturally they are the chief 
agency to ’which the peasantry turn for their finance, both in cash 
and kind for agricultural operation. It may be said that up till now 
‘‘these people monopolise the field in so far as agricultural finance is 
oencemed. Though the system has many defects and is apparently 
pernicious to the intere.st of the agriculturist primarily and to the 
other branches of the society in the long nin ■when examined under 
canons of the modern relations amongst capital, production and distri- 
bution, yet it has at least this merit of its own that it suits the pre- 
vailing conditions of the agricultural section of the body politics far 
better and more than any other system based on principles suited to the 
more advanced and organised industrial bodies of foreign countries. 

One of the main reasons of the above obsen'ation is that it is not 
always and in fact very seldom indeed that the mahajan, though 
usurious and extorting by habit, demands any tangible security for 
making the advance •a’’hen it is most needed, which it is well nigh 
impossible in the modem banking system for the poor cultivators to 
obtain loans from organised banking bodies. Till the people have been 
BO taught and organised as to understand and practise the fundamental 
principles of individual and corporate thrift and credit, it is difficult 
to conceive how banking, in the modem system as distinguished from 

crude one in monopoly of the mahajan, can improve the situation 
to any appreciable extent. 

( 6 ) Merohants and dealers and other organisations giving eredit. — 

Practically nil in the area concerned. 

(tv) Rupees 7,00,000 for the Tamluk Circle comprising Tamluk, 
Panskura and Moyna thanas (the figures have been arrived at b-y work- 
inr on the data collected for determining the percentage of gross loss 
compared to the gross cost of operation in 27 flood stricken mausas 
of unions 11 to 13 of Panskura thana in August this _ year). The 
af^noximation may be taken as fairly accurate for conditions through 
ant this circle are very much the same as obtained in the area in wht^ 
actual data were collected after local enquiry in details. 



i #) The defects in the present system of financing agric^ltu^ 
he j^ted asloUoirs: — 


(1) Exorbitant rate of interest. 

(2) Very often part of the capital obtained for agricultural phipesei 
is appropriated under heads unconnected with tillage. 

(3) No return for interest paid for want of co-operatire.banking;,«i 

(4) Insufficiency of funds in the hands of the mabajan to ineet.tW 
demand of all when made almost at the same time. 


The chief reason of the existence of these defects is no doubt the 
utter ignorance of the agricultural population to adjust themselves to 
the new conditions which, being thrust from without, are replacing 
the medieval system root and branch. Amongst other causes may 
be mentioned: (1) want of habit of thrift which induces an individual 
to save at least a, fraction of his earnings, however small, at any cost; 

(2) extravagance beyond means and often by loans for occasions 
like marriage, funeral ceremonies and casual festivities, etc.; 


(3) absence of know'ledge and facilities to augment income and guard 
against losses by natural visitation ; and 

(4) not unoften ruinous litigation. 


The remedies in outline may be suggested as follows : (1) Terri- 
torial division of the areas into suitable units for intensive propaganda, 
preaching and demonstrating the principles of advanced agriculture 
with those of the cognate branches of banking, formation and working® 
of sale societies and adjusting every unit to be a harmonious meml>«r 
of the Central Agency, of which the function should include every- 
thing from collecting funds to the di.stribution of the ultimate interest 
to the producer themselves. Any system conceived for this purpose on 
western lines must need be a bit too complicated and as such the method 
must be brought into being by a process of graduation and at every 
fltage care must be taken to assimilate any particular branch to the 
local conditions. 


(2) Immediate introduction of primary practical education to the 
agricultural population. 

(vi) Practically non-existent. 

Question 2> (i) The raiyat sells the surplus stock to the middle- 
men (generally mahajans and fariahs who, in turn, after stocking what- 
ever is considered sufficient for carrying on his own trade, disposes the 
remainder at principal Oanjas and marts. For the Taraluk Circle, 
however, it may be said that very little paddy is left tmt as surplus 
after satisfying the local needs and excepting some jute and vegetables, 
no export is made from the area. The rice mills at Kolaghat are 
supplied with materials imported from other parts of the district, 
principally through Gewakhali. 

The raiyat in most cases is unable to hold up his crop for a better 
price for the simple reason that what with his wonted extravagance and 
what with the general paucity of outturn and other reasons detailed 
in clause (r) of Part I of this report, he is very often than not left 
with nothing but the present crop at hand to meet all his necessities of 
^fe and to defray the charges like rental, taxea and payment of interest, 
which he has to do like any other member of the society. 



Thi* may only be possible after the people bad been taught the 
unhToidability and ultimate benefit of the system in meeting the situa- 
tion which has arisen out of the international natuie of e-very form of 
modem trade, commerce and industry. 

(Hi) None in Tamluk Circle. There is one at Dariberia in Sutahatn 
police-station (Mahisadal Circle) constituted on co-operative basis. I.k 
IS linked with the Tamluk Co-operative Bank, Limited, which finances 
the society. Its financial and general condition is not reported to be 
what it should be. 

(iv) The question involves the broader issije of adjusting conditions 
of international agreement; for so long as the foreign financiers, who 
ultimately utilize the surplus material of this country in producing 
finished goods, continue to hold the whip-hand in the bargain, the 
unorganised raiyat of this area can hardly hope to hold against possible 
wholesale dumping for any length of time. The only remedy for the 
time being appears to be creating strong Co-operative bodies backed by 
public funds, if ne<^essary, and bringing the facilities within the 
reach of everybody by preaching and propaganda as already suggested 
above. 

(v) From the nature of the problem it is cleai’ that the question can 
hardly be considered from the separate view points of internal and 
foreign trade, so intricate a relation exists between the two. From the 
internal trade point of view it may he .said that unless by means dealt 
with above, the general productivity of the .soil be enhanced, no form 
of better exchange system as between one part of the country to the other, 
would do to ameliorate the ultimate condition of the raiyat of the 
Presidency as a whole, and unless the agricultural industry be supple- 
mented by collateral industries for finished goods, the question of 
enhancing natural dividend and thereby bettering the credit of the 
raiyat on a better process of distribution, investment and ultimate 
increased return, is bound to lie for final decision in the hands of the 
outside capitalists, who for faime.ss to themselves at least, can hardly 
Afford to meet all the reasonable demands wbicH this country mav make 
for the raw materials supplied in exchange of cash and finished stock. 
It is impossible almost to arrive at a fairly satisfactory opinion on such 
a big and intricate question from the examination of the conditions 
obtaining in so small unit as a circle, yet from what has been seen, 
the broader issue of the foreign trade and its almost unilateral character 
in the bargain needs to be adjusted first before any effective credit faci- 
lity can be created and maintained for the final tiller of land. Of course’ 
it is quite feasible to effect it from work within, but that will require 
almost the entire care of a separate department of the State created 
for the purpose, which, from the nature and magnitude of the task 
detailed above, will require to be so constituted as to be of no less 
importance and efficiency than any of the best departments of the 
machine of administration. 

(fd) (a) The chain of extremes and means in. this case may be given 
as follows 

(1) Eaiyat. 

(2) Petty fariah (who often works on his own capital ranging froitti 
Ibi, to Bs. 500 in general) who attend raiyats’ place or small hata. 
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ir(S) Bigger fariahs may be termed as brokers who operate in more* 
impoHant marts and Ganias. They have both c^fdtal of their own aa 
well as credit with the bodies) they are connected ^itb. 

, (4) The regular individuals and firms working as export and com- 
mission agents. These are the people who have any actual credit with 
the banks. Ordinarily they wield huge resources of their own as well 
as of coiporate bodies and are stationed in the Presidency and port 
towns. 

Very often there are to be found several more intermediaries 
between (2) and (4) with graduated resources and importance, and it ia^ 
evident that the more intermediaries there are, the more has the primary 
seller to sacrifice and ultimate consumer to pay, even though the actual 
profit from the cost of marketing to that at which the either extreme 
get the commodity be sub-divided in such a way as to leave small 
margin to any of the middlemen. 

(6) Mutatis mutaridis, the process is reversed. 

(vi-a) Exchange amongst dealers Nos. (1) to (3) above almost 
always on cash terms ; between (3) and (4) sometimes and amongst those 
under head (4) is almost exclusively by drafts. 

Besides the inherent danger, difficulty and cuinbrousness in carrj^- 
ing cash always, the besetting defect of the system of exchange when 
(1) is concerned is that the raiyat getting all his return for labour in 
cash at a time is bound to become extravagant and subject to the evil 
influence of luxury for the time he is in funds. This directly contravenes 
in the way of his saving anything when he can afford to do so if he 
chooses. Existence of and payment in bank is bound to force any 
and everybody to leave back at least some margin, however small 
it may be, even when moneys are withdrawn therefrom under extreme 
need and stress. 

(ri-6) Dealt within 2 (v) above. 

(vii) Does not arise in my circle. 

(viti) For muffassal areas practically no such facilities exist. 
The parties have invariably got to carry cash to make payments for 
any purchase they may make. 

(iic) Defects of the existing system are detailed in (vi) (a) of this 
section. To that it may be added that even after squandering away, 
what is left to the raiyat (if of course, at all) remains out of 

circulation and hence in an unproductive state. Non-application of 
this portion of the capital in productive investment is a serious defect 
in the economic condition of the raiyat. Training of people in co- 
operative banking system and easy and reliable availability of rural 
banks are the principal remedies. 

(^) Practically nil in my circle. As betw^een dealers Nos. (3) anJ 
(4) noted in clause VI (a) of this section drafts and hundis emanating^ 
from reliable firms go a long way to obviate the necessity of canying 
cash from place to place. The telegraphic transfers, supply bills and 
cash orders is.sued by the Imperial Bank on its Branches and Treasuries 
have also done much to facilitate transfer of large sums in muf assal 
eantres during the jute season. The actual raiyat has however had 
nothing to do therewith . 

(^t) None. 



To a certain extent, but that will also go to the middlemen 
-unless the raiyat he trained first to know of the use of hundis, or 
^Irafts or the facilities for exchange. 

\aciv) Nothing at present. 

(«e) Does not arise here. 

{xvi) As above. 

{xvii) None in my circle. 

(xviii) Does not arise. 

(six) As above. 

(xx) Suggestions given in 2 (v) above. 

Question 3> (i) (a) Paddy land, Bs. 300 per acre. 

{b) Jute land, Rs. 250 to Bs. 300 per acre. 

(c) High land (growing vegetal)les) Bs. 200 to Rs. 300 per acre. 

(ii) (1) Forced nature or not of the sale — 

{2) Capacity of the vendor to hold for negotiation, ‘ 

(3) Accessibility of the spot, and 

(4) Terms on which held from the superior landlord — 

(a) Generally causes the value to fall by 50 per cent. 

(b) As above. * 

(c) Brings equitable price if the seller has recourses to carry on 
bargain. 

QU6Stion 4. (t) Nothing more than what is the outcome of the 

Bengal Tenancy Act. 

(u) Not yet appreciable. 

(zii) The law would be required to be amended so as to guard 
against fragmentation of holdings before such credit institutions can 
he established. 

(tr) There is only one land mortgage bank, viz., the Tamluk Tioan 
Office Company, Ltd. 

(v) and (vi) Money is raised by this body by — 

(1) Selling shares, 

(2) Accepting cash deposit, 

(3) Pawn-broking, and 

(4) Land mortgage business. 

They advance money to apparently solvent parties on sufficient 
aecurity. Peraonal security is accepted only in verj rare and well- 
known cases. 

(t>ii) (a), (h) and (c) Matters with the existing body are not yet 
ao intricate as to warrant any measures to be taken just now under 
-these heads. 

(viii) If any more such mortgage banks are to be established the 
erorking capital at the first instance should be derived from— 

^b) Funds of a central institution. 

(»«) and (jf) Do not arise. 



im) Gorernment giiarantee would easily /disp^ any popular dis* 
trust which exists agaiust the solvency and propllr working of such 
bahhg and will draw^ out at least a portion of the stagnant capital of 
the people. Terms may be settled on the actual result of the working 
of the sister bodies which to say on facts already obtained are being 
run on as a fairly sure and paying proposition. " 

(xit) Does not arise. 

Qiiestion 5. (0 It is difficult to arrive at an accurate estimate of 

the indebtedness of the agricultural classes even though such a small 
unit as a mauza be accepted as the basis of calculation; and the 
principal reason is the reticence of the people themselves to impart 
any knowledge in this respect for reasons known to themselves. On 
the examination of the data however which I collected for drawing 
up the damage statement of the flooded area in August last, I am in 
a position to record that over 60 per cent, of the peasantry of the circle 
have had to take loans either in cash or in kind to go on with his 
profession and in a typical village (viz., Nili or Maliaraha, police- 
station Panakura) of 300 souls (with 60 families), of whom the culti- 
vators form the major portion by as many as 85 per cent, and in- 
debtedness of Rs. 2,000. This figure is however acceptable under the 
proviso til at there are areas, though few, in which almost none is com- 
pelled to borrow money at all. The major portion of Moyna police- 
station comes under this category. The general average for the circle 
will therefore come to be Rs. 1,2()0 for a typical village as stated above. 

(it) An estimate with reasonable accuracy can only be obtained by 
exa)nining the books of the mahajans and pawn-brokers ; but as that 
is well nigh impossible without taking recourse to mandatory legislation, 
the other alternative left is to go round and inspect when the (ulti- 
vation seasons set in, examine tlie available resources of the peasant 
and deduce the amount of deficit which he must pi'ovide for by borrow- 
ing. 

(Hi) Secured loans form but 33 per cent, of the entire borrowing by 
the peasantry. Of this, more than (a) 80 per cent, goes against land 
mortgage; and (b) 20 per cent, on other pawns enumerated in the 
question. 

N.B . — The above statement applies only in cases of money loans. 
But it must be remembered that aoout 50 per cent, of the gross loans are 
in kind and security thereon on the above scale, i.e., 33 per cent^ or a 
bit above is made uj) by prospective crop. That however can hardly 
be considered as a security at all. 

(w) (a) In very few cases. 

(6) Occasionally. 

<c) Litigation, about 15 per cent. 

(d) Where no relief from outside is forthcoming; but not much. 

{e) In some cases. 

</) As in (a). 

■(/ 7 ) The bulk, forming 75 per cent, or above of the gross figure. 

{h) Hardly any. 

XO Very rare. 

(v) Professional money-lenders. 
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(ft) It must be going on increasing though slowly indeed. 

(vii) Not much. 

(fin) Preparing the people by education and propaganda to under- 
stand co-operation and action as a corporate body. 

(ix) Not many excepting a few indenting and hawking warm 
clothings, 

(x) Not aTailable. 

(art) Not much; as the professional local money-lenders take good! 
care to realise their dues as soon as the harvest is over and crop is still 
in storage. They being induential people and the only person to whom 
help must be sought on however exorbitant terras in times of distress, 
very few can afford to refuse higher rates of interest voluntarily apd 
come to the Court to reap the benefit of the Usurious I.oan8 Act. Of 
course, the great bulk of the money loans has to come up to Court® 
for final settlement; but parties here are generally not altogether 
agriculturists, - Such fights are ordinarily fought between parties who 
are raojre or less profiteering by usurious money-lending or some allied 
profession alheit they have got cultivation to do as well. 

ixii) Not known. 

(.viii) In majority of cases of money loans the face-value of the 
lx»nds executed is never actually advanced to the borrower. But this 
is done more to secure realisation of interest than to cover an actual 
high rate evading the provisions of the Usurious Loans Act. 

(xiv) Opening of stores at centres of typical units as stated above 
under direct official control. The agricultural department must be 
much expanded for this purpose. 

(xv) Given in answer to question 1 {ii) (a) above. It varies from 
26 per cent, to 60 per cent, of the store advanced. 

(xvi) Answered in question 1 (ii) (a) : 2 per cent, for unsecured 
and 1 per cent, to 1‘5 per cent, for secured loans. Calculation 
is made on months and at simple rates almo.st always in 
case of secured loans and in 80 per cent, of unsecured loans, (iin the- 
remaining 20 per cent, of unsecured loans compound interest is charged,, 
but is very seldom realised when the lenders have often to fall back 
and recalculate on simple rate. The Courts never allow compound 
interest. 

(xvii) In quite a good number of cases. 

(xrili) Certainly. In this year’s flooded area (10 square miles), 
although recultivation taken timely would have yielded at least 60 per 
cent, of the normal crop, the great majority of the cultivators refused 
to undertake it, because they. were no longer the owners of the lands 
and l^cause those into whose hands lands had passed failed to pay 
the higer rate or wages on hired labour. The cultivable lands had 
after all to go abegging between one and the other. 

QlMBStion 6 . (i) There are altogether six rice mills at INolaghat 
and three at Mechada within my circle, but these are hardly supple- 
mental to agiiculture for the people who are running it are t^emselvea 
capitalists. Excepting this and a few hand spinning families ia 
Jfoj^a police-station, it can hardly be said that any subsidiarv industry 
iotists in the area. 
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The soil bein^r quite fertile in most places, intensive cultiva- 
tiott #f valuable vei^taDle, e.g., cabbages, cauli-flowers, potatoes and 
fn|Lts, e,g.^ |>lantains, cocoanuts and pine-apples is sure to supple- 
■ne|it the ordinary cultivators’ income very considerably. Poultry and 
£sh breeding may also be undertaken uritn profit in this pond-infested 
tract of coTintry. 

(Hi) What has been stated above will be sufficient when 
translated into action to give the cultivators at least 60 per cent, and 
often more income than he is getting at present. He must how- 
over be rai^d above his lethaigy against hard labour and superstition 
against killing or maiming wild monkeys and jackals, the depredations 
of which, to my surprise, I have come to know, have been the cause 
of dropping the cultivation of sugrarcane altogether and very consi- 
derable falling off in the acreapfe under vegetables throughout the sub- 
division. Then again instructions and aid with seeds, manures and 
improved implements must come forward along with propaganda from 
a department of the State, and the agricultural department must be 
expanded and made more energetic than at present. In short as the 
raiyat is unable to search out the good things provided by modern 
science, those must be cariied to his own doors by all concerned and 
having the good of the country in his mind and heart. 

(iv) Forming co-operative societies on Government, 

(r) Security for small units with right sort of people to operate 
therein. 

Question 6 A. (i) Does not arise. 

(ii) As in 6 (iv) and (v). 

Question 6 B, (i) All have to go to the professional money-lender. 
Exception can be counted onl 5 ' in cases of a few living in townlets. 

(it) Middle class gentry has got to incur debt to meet capital charges 
on the following amongst others : — 

(1) Sradh of father and mother, 

(2) Marriage of daughters, 

(3) Education of boys, and 

(4) Medical treatment in serious cases of illness and maintenance 
during the period of unemplojTiient. 

The other people generally borrow money to start a new business or 
profession. 

Hate of interest is very much the same as given in cases of agricul- 
tural population. For exceptionally solvent parties the rate for un- 
eecured loan may come doum to 1 per cent, and for secured loan i per 
cent. 

(Hi) Nothing very much different from the treatment meted out 
to the agriculturist clients. 

(tu) Stationary. 

Question 7. (i) Not available. 

(ii) As above. 

Not yet. 
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(it) and ('v) Not much. Excepting tbe {act that co^>pei1ttil^ 
being under direct Goremment snpernsion naturally receive 
patronage from the clientele, and command lai^er amotint of confidl»a^ 
and are decidedly on a better baaie of operation than joint stock dnd 
other indigenoiu banks. . • 

(vi) Yes. 

Qination 7A. (i) Certainly in bona fide cases. 

(ii) Yes, with due safeguards to the interests of the stock holders. 

(ttt) Yes, when the condition of the partici|»ating bodies is above 
reproach. There should be a third and impartial central body to ad> 
judge fitness in such cases. 

(it) The co-operative central banks may and should ccntinue to be 
the parent bodies in affiliation to which tne rural societies should act. 

(v) Does not arise just now. 

QUMtion 7B« (i) and (n) The rate of interest has certainly 

assumed a more standardised form and tends towards a lower limit; 
and that compound interest is already a matter of past. 

(m) Apathy and distract of the people in investing their savings 
mth these bodies. Want of thriftiness amongst the classes : ignorance, 
incompetence and not unoften want of business inte^^rity in the 
character of the people entrusted with running the machineries. 

Part I A.— Loan Offices and Joint Stock Banks in the Mufassal. 

Question 1. (b) Two primary — ^namely (1) Tainluk Central Co- 
operative Bank and Tamluk Loan Office Company, Ltd. 

. Question 2. 

Co^>persti\-e Loan Corapany 
Bank, Ltd. Ltd. 

Rs. A. Bs. 

(а) Paid-up capital . . . 51,030 0 20,000 

(б) Reserve Fund . . . 9,580 0 30,000 

(c) Short-term deposits .. . 1,58,9.57 0 2,18,083 

(d) Intermediate deposits . . . 70,436 S'! 

(e) Long-term deposits . . . 98,006 9 j ’ ' 

Question 3i (i) Tamluk Central Co-operative Bank — 

(1) 2 years’ fixed deposit, 7 per cent, per annum. 

(2) 1 year’s fixed deposit, 6| per cent, per annum. 

, (3) 6 months’ deposit, 5f per cent, per annum. 

(4) Current deposit, 4} per cent, per annum. 

<tf) 2 yeaiv. 
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. jMioii 4. 

.. Bank. 


^ (a) Current deposit in Qovemment and 
other banks . . . . 

' (6) Lomds against immovable properties 
• • • • • • 
id) 

« • • • • • 

ify .... 


Rs. 

62,013 


Loan Com|>aBy» 
Rs. ▲. r. 

1 , 88,683 3 0 
2 , 35,828 0 6 

• a a • 

1 , 43,166 8 8 
3,353 15 0 


Qimtlon 5, (i) The ordinary stipulation for agriculturist clients ia 

for repayment on the harvest of the principal crops for which they anr 
taken. In other cases usual limitation is set to the recognised halt>year 
or year endings prevalent in the locality. 

(it) Not available. 

(in) Nothing excepting the incidental charges on stamps, registrar 
tion fees, etc. 

(tv) Answered in (u) and (ni) just above. 

QuMtion 6. (t) Yes, generally on land security. 

(ti) In the absence of improved rural agencies operating in smaller 
territorial units. 


Quastion 7, (i) Nothing worth notice. 

(it) Because banking system is a new thing and has not yet been 
understood far less assimilated by the people to be accepted as the* 
primary factor of their fiscal exchange. 

Question 8, (i) 25 to .‘10 per cent. 

(h) 15 per cent, to 17 per cent. 

Question 9, (i) Accounts kept on single entry system. 

(ii) Yes. 

Question 10, Already dealt with in answer to 2 (v) above. 

Question 11 . By opening centres in rural areas under efficient 
management and guidance. These also require Ooveniment guaran- 
tee above all to warrant popular confidence. 

Question 12. Not known. 


Port II.— Indigenous Banking. 

Question 1. There are a few bodies such as Tamluk Agricultural 
and Zaraindari Company, but the only function which they undertake 
is lending money on security or simple money bond as any othei private 
money-lender. 

Question 2. Practically nil. Directly. 

Question 3. (a) to (</) Not known. 

Question 4. Non.existent. 
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iQiNittion & (t) and (u) By contribution from partners. « r 

(nt) and (tr) NiL 

(i;) Not at present. 

QttMtiOfi 6> (t) The mean between what is paid to the professiomd 
money-lender and Ix>an Company, Ltd. This may be acceptjed as 1;& 
per cent, for the unsecured and } per cent. to. 1. per cent, in case of 
secured loans. ' 

(ii) By general overhauling of the whole system as stated abovcj^ 

(Hi) Only if the true principles of _the benefit of banlring be imbibed 
nnd acted upon by the people. Without such training lowering pi 
interest would rather tend unlettered people to borrow money vith 
less care than in cases when they have to pay prohibitive interest. 
The ruinous effect of easj' term loans has been manifest in a number 
of cases lately. 

Question 7. (i) to (v) These bodies are not numerous and important 
enough to yield workable data on the question.s. , 

Question 8. (i) to (iv) None at present. 

Question 9a Certainly living wages which cannot at any event be 
less than 10 per cent, of the capital invested. 

Question 10a Working with small capital and less credit these 
bodies can hardly accommodate all. 

S uestion 11a (i) Means should be devised to keep these bodies in 
3. No suggestion can yet be made on the exact nature of details 
as to how this is to be done. 

(«} and (Hi) By any of these the desired result can hardly be ex- 
pected without Government guarantee at the outset reiterated more 
than once above. 

, (ir) By sotting up a superior controlling agency which may regu- 
late against any possible friction and overlapping in operation. Mutual 
uiiderstanding and harmony would also do much ; but that is a matter 
■of experiment. 

’ Quostion 12. (i) Not much ; but as with individuals so with these 
bodies money cannot be always invested for want of proper safeguard 
against loss. Confidence in ruml bodies above other things, must be 
created and maintained to make them successful. 

(ii) Yes, to a considerable extent. 

Already dealt with above in reply to 1 to 6. 


« < Part III.— Investment Habit and Attraction of Capital. 

» Question 1. (f) Does not arise. 

(t*) Not at present. 

(iii) Institutions like Postal Savings Bank down to investpient in 
'Uumiranee and stocks. 

{»») No- 



m 

Tea. ^ Gk>veraiuent in^arantee and material help aritli trained 
lurim in oiiganieatioii and running at least at the outset. 

habit of investment of this sort is a long standing one 
and ^ew is little likelihood of its being wiped out altogether. Spread 
of effective, easily available, and moderately profitable banking bodies 
are however seen to draw out a very considerable portion of the blocked 
tin capital in silver and gold. Once the taste of interest is acquired, 

: the investment habit is bound to increase steadily as it did elsewhere ip 
tho' world. 

iQinstion 2« ( i) These weie quite popular but the reduction of 

interest has certainly caused a setback thereto. 

(it) The terms offered originally may be profitably resumed. 

.. (Hi) No. The interest is too low; besides the withdrawal rule and 
maximum deposit acceptable in a year are unm'ceptable to many who 
may have reason to choose Postal Savings Bank as their investment 
agency. In fact it is mature opinion of many that the cost paid for 
the absolute security of the deposit is indeed too much. 

(iv) People with small and uncertain income in general. 

" (r) By allowing at least 3^ per cent, interest and relaxing rules 
of withdrawal and annual maximum of deposit. 

(vi) To a certain extent ; but as Government stocks will always con- 
tinue to fetch lesis interest in Heu of the absolute security offere<i, in the 
more dashing elements will never hesitate to invest money in other 
concerns piovided reasonable security l)e obtained either from express 
guarantee of the Government or excellent internal condition of the 
institution, full infomiation about which must come to the people made 
intelligent by education. The value of depaitinental propaganda is 
essential to secure this end. 

QuestkMI 3* (t) and (a) Not in a position to do .so at present. 

(Hi) and (iv) Already dealt with above in (1) and (2) (i;t) (a). "As 
the raiyat gets the entire return of his labours of a year at one oi* two 
seasons (as the case may be) in lump cash the surplus remaining after 
the demands on his purse as taxes, rents and interests payable in cash, 
is at once spent away by him on articles which inajr and 
should be hardly called anything but ruinous luxury on his part. 
Of course, none can deny the hard-working and often underfed 
agriculturists, some tsiste of plenty at harvest time; but withal 
had there been such things as payment by che([ue or draft on banks,' 
he would have been very careful in ordinary circumstances to leave back 
at least a fractional residue into his credit at the time of withdrawing 
moneys. As it is, he gets some money after a year’s hard toil, meew 
his demands and spends his surplus feverishly to stoop down to his own « 
abject wretchedness within the shortest possible time. 

The question of investment to follow agriculturists and the investp 
ment growth and distribution of a capital amongst and ataidst indi'» 
genous population is therefore out of question praeticBlly at ]^*i»9ent. 

QomUmi 4. (i) Nothing here. 

(ii) Does not arise. 

{tit) and (t«) Not relevant in the pr^nt state. 
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QlMlikMI S. (t) Yes. 

(it) As elsewhere. The uasettled condition of the state : the absence 
«f necessity for complicated exchange : non>existence of the gi^^tic 
corporations and syndics handling world’s trade and finance in all 
branches, on international basis. 

(m*) Yes, as endorsed above. 

(iv) The rosults show that it has much _ to do towards opening up 
stagnant capital, besides facilitating its primary purpose of financing 
existing concerns in touch with it. 
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Mr. E. N. Blandy, Deputy Commissioner, Darjeeling. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (i) (a) Both in this district: (Darjeeling) and in other 

f daces where I have worked, the cultivator has recourse to the money 
ender usually and also the co-operative societies where these are 
successfully run. Ixians from money lenders may he taken in cash 
or in kind (seed), the latter being repaid after harvest with interest; 
money loans unfortunately tend to run on. The rate of interest 
varies from 40 to 60 per cent. 

(6) In this district loans are taken for starting cardamom cultiva- 
tion which is expensive at the beginning, but it is a fairly safe 
generalisation that the cultivators of Bengal never think of borrowing 
money for permanent improvements. 

(c) The agriculturist usually manages to pay his n?nt or revenue 
out of his harvest Init in bad years he has recourse to the mahajan 
or the co-operative bank, if any. Government assists in cases of bad 
distress by advancing taccavi loans. 

(it) The rate as already noted is here 40 to 60 per cent. The loan 
is usually to the next harvest and secured on the harvest, but when 
a man is well known to the lender and the amount is small no security 
will be taken. 

I can give no figures for secured and unsecured loans. 

(m) (i) Government — directly by taccavi, etc.; indirectly by its 
currency operations. 

(2) Imperial Bank — indirectly through co-operativs banks and by 
Government’s currency work. 

(3) Joint stock banks — indirectly through co-operative hanks and 
by Government’s currency work, but to a smaller extent. 

(4) Oo-operative banks— ^by advances to small cultivators. 

(J) Indigenous banks, loan offices, etc. — do not do much for the 
euliivatQift ; usist the more well-to-do. 

(iff) Professional money lenders, merchants and seinindars — play'ibe 
chief part by advancing money when needed. 

(7) Trading companias— as far as I know, practically nothing. 
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(V) The defects here are high rate of interest, manipulation of 
acfo^nts by the mahajans, failiire of the agriculturist to get receipts 
fof his paym^ Elsewhere the main difficulty is the pressure of 
population, the smallness of the average holding making it difficult 
for the cultivator to secure credit except at exorbitant rates. 

(vi) Practically none at present. Unless the co-opera tike credit 
system can oust the mahajans, I see little prospect of such co-ordina- , 
fcion. 

Question 2m— (i) The princii>al crops here apart from tea, with 
which we are not concerned, are potatoes, cardamom, oranges, jute 
and paddy; other crops such as maise and millet are grown for food, 
not sale : vegetables of all sorts are grown in cx)nsiderable quantities 
and exported to Calcutta. Potatoes are generally collected by the 
dealers from the growers and fair prices are obtained. Cardau|om, 
is mainly in the hands of the merchants, who advance the money for 
its cultivation and for the. immediate needs of the cultivator |rho 
will pledge anything for ready mone 5 ^ Oranges and vegetables are 
sold in the bigger markets to dealers who export them and the same 
is true of jute and paddy in th»? plains portion of the district. 
Speaking generally, in this district the producer has not the sense to 
bold his crop even where this is not perishable. In other parts of 
Bengal his ability to do so is limited mainly by lack of storage 
accommodation and by ignorance. In the jute districts it ivS often 
found that cultivators living near the larger centres will hold their 
(*rop if the market is against them but not those wdio are more remote. 
Education is the main requirement in my opinion and the chief thing 
tliat the cultivator has to learn is to lay money for a rainy day. At 

piesent I should say that not more than one per niille makes any 

attempts to do so, 

(//) I tbiiik tliat there is scope for this, but a lot of education will 
be necessary and also considerable control over the people who run 
the pools. 

(iri) There is a society for sale of dairy produce which, I gather, 
is working well. It is linked to and financed by the Co-operative 
Central Bank. As far as I know, it has no difficulty over funds. 

(r/) (h) I doubt it. In the jute districts at all events the raiyats 

know what the prices are, and to a certain extent speculate on the 

course of the market ; they profit or suffer in company with the large 
concerns, 

(viii) Hundis, cheques, postal money orders and insured letter. 

(ia:) Money orders might be made cheaper. 

Hand notes and pro-notes are commonly used. 

(.ti) Reduction of duty will help. 

(xiti) Yes. 

(afvii) I have not heard of this being used here. 

Quittioil — (i) Dry land, wet land and cardamom land have 
;« dafferont rental values 1-8 and 2 per acre for the first two and 
Its. 30 to Bs. 4^ for cardamom. Sale price varies from Rs. 600 to 
Rs; 1,000, 

{ti) (a) Government auctions practically do not occur here. 



(&) (e) Gottrt f^tch about oii»>lbttrth, of private sdies, tbe 

Jwtiet uaually produoingr pricee^'^Hie factors imecting the m^ue 
lore nature of the grouM,. preseuoe of rock, liability to landslip and 
distance from market. 

Qlia^ion 4> — (i) Yes, in most cases the permission of the Deputy 
Commissioner to sail is required. 

, The amended Act has not yet been working long enougL 

(vil) (a) Becords-of -rights should be prepared where this has not 
bean done. There is a provincial programme and I believe that about 
two-thirds of the province has been done. 
iby^To. 

(c) Reference to the record-of-rights costs practically nothing. I 
woiUd reduce legal costs, there is too much litigation already. 
Standardised forms of mortgage bonds saleable at a cheap rate would 
be a good move, as registration fees for such documents could then 
be reduced, and deed-writers practically eliminated. 

4 

QlMStion 5a — (i) See the various District Settlement Reports. 

{vt) I should think it about stationary. 

(vii) The former Act is not much used : it was used to some extent 
in the Bakarganj colonisation area but afterwards dropped as the 
co-operative societies served the purpose. The latter Act is only used 
in times of calamity. 

(vin) Not necessary. This depends on the initiative of the local 
officer. I have always found that Government respond at once. 

O'*) Not in Darjeeling. 

(<f) 30 per cent, is common and we find 60 per cent. ; a loan of 
Rs. 486 swelled to 1,300 at 30 per cent. 

(ri) The Act is of little use and should be amended to give greater 
discretion to the couris, 

(a;ii) Not that I know. 

(rit?) There should be no need for loan of sesd in normal times. 

,, However, the establishment of seed golas at each police-station, whence 
approved seed could be distributed either on payment or credit by 
Government officers would provide a good solution : or this might be 
^ done by the co-operative societies and I believe that is done in some 
'places. 

(rr) Never less than 20 per cent.; goes up to 40 per cent, or more. 

(.Tvii) Not in this district nor to any great extent elsewhere. 

{/eriii) No ; the bargadar cultivates just as well and carefully as the 
raiyat. 

QiMStHHl 6i — (t) Very little up here. Illicit manufacture of dnnk 
is probably the commonest subsidiary industry. 

(ri) I think a good deal could be done up here by education b«| in 
the ^^ns the average cultivator is too laey and imprpvidcint. He has 
ho acfntive apparently to raise his standard of living. Tliere is a 
ready market for all kinds of home manufacture if only the pei^Ie 
vronld'tuiin .titam out' . 
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:(«*) I could fiug^st several^ Jbut the foirmer would turn up hi# 
DOiBe at them. In the Bakargaol Sunderbai;,^ in one year of distress, 
ihe cultivators preferred to staiv'e than to handle a hoe and do earth* 
work. 

QlMStion 6Aa — (t) By share capital. 

(it) Not necessary. Capital will be forthcoming if confidence is 
commanded. 

QuflStion 6Bt — (?) The mahajan or “ loan office ” supplies them. 

(n) For domestic purposes, marriages, trades, sickness, education, 
etc., 12 per cent, per annum is a common rats of interest for secured 
loans. 

(ni) It will he a gr?at mistake to grant further facilities for 
borrowing. 

(???) On the increase among service holders and middle class gentle* 
men, not among the others. 

Question 7B. — (?) Practically none, as far as I am aware. 

(??) They exist side by side in most places. 

(???) Faulty management and lack of trained organisers. 

Part I A.— Loan Offices and Joint Stock Banks in the Mulassal. 

Question 1. — Loan offices at Riliguri, Marwari hankers in 
Darjeeling, Kurssong and Kalimpong, Imperial Bank at Darjeeling. 

Question 2. — In loan offices (a) 40 per cent., (b) 30 per cent., (c) 
6 to 10 per cent., (?/) 15 to 20 per cent., (e) b per cent. 

Question 3« — (?) 5 to 12 per cent, per annum. 

Question 4. — (a) Possibly 3 per cent., (h) 40 per cent,, (c) lass than 
2 per cent, except in special offices, (?/) 30 per cent., (e) 20 per cent,, 
(/) possibly 1 per cent. 

Question 5> — (?) Usually 2 or 3 years but actually repaid in 4 to 
6 years. Rates vaiy from 9 to 40 per cent. 

(??) In about 10 per cent, cases, 

(???) Occurs rarely. ^ 

(iv) Yes; suits instituted. 

Question 6> — (?‘) Rarely; to persons specially recommended always 
on mortgage. 

(?V) No. 

Question 7« — (?) Not as a rule. 

(??') None, it is a question of education and confidence. 

Questi^l..8<~-*(?) Depend on the management. 

(??■) Varies from 10 to 40 per cent. 

Quertion 9»-—(ii) This would inspire confidence but it would ^ 
difficult to introduce and enforce*- *they are not limited companies in 
many cases. 
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Mr.' A. C. Allison, SuMivis^tl Offloor, Kalinn^Mng (Oaijeotini^ 

Fart I.— Agrieuitural Crodif amt Giodit Facilities for Small Intfu^ios. 

Question 1. (t), (a) and (h) OVjtains from (1) co-operative banks 
and <2) mahajans. 

(c) Obtains from mabajans. 

(w) Co-operative banks charge 12J per cent, and mahajans charge 
9 to 37J per cent. 

Period of loan . — For one to five years in co-operative bank; no 
fixed period, generally one to three years with mahajans. 

Security . — Banks lend on the security of landed properties; 
mahajans lend on. mortgage of ornaments, etc. 

Percentages . — Secured loan 25 per cent, and unsecured loan 76 
per cent. ‘ 

{ill) The following organisations do the works noted against each 
in this subdivision. 

(a) Co-operative banks help the agriculturists with money 
ordinarily. 

{h) Professional money-lenders and indigenous banks help with 
monej* in case of urgent need. 

(r) Merchants and dealers supply cloth, food-stuff, etc., on credit. 

{iv) Total capital required about 15 lakhs. 

(v) Defects . — Inability of co-operative banks to advance money 
timely to the agriculturists immediately they rec^uire. Hence they 
l^ave got to go to the mahajans and get money at a high rate of interest. 

Remedy lies in organising the co-operative banks in such a way 
as to enable the cultivators to get money quickly in time of need. 

Question 2. (/) Staple crops such as rice, maize, marwa, potato 

iiii-e fought to the local bazar by the raiyats themselves and sold 
individually. 

As regpds cardamom and oi-ange crops the merchants and dealers 
visit the villages and make their purchases from the tenants. 

Mostly they are unable to hold up the crop on account of poverty 
and ignorance of the conditions of the market. 

(u) There are possibilities in forming imols and co-operative effort 
in marketing produce. 

{iv) There are traders and sub-traders ^d local bankers who 
finance one another. A central banking institution is required to help 
all of them during emergencies when money is not obtained imm^ 
“lately by any of them at times for some reason and another. 

Ijfti) There are two kinds of hundis, one is payable on presentation 
and the other on a certain date specified on it. 

_ Hui^is emanating from here are generally discounted nt 
Calcutta or Darjeeling. , 
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Value of land per acre:- 




Paddy field 
Sukha field 
Cardamom 
Orange 


,..10 

... 200 

... 200 


^ Rs, 

to 600 
to 300 
to 600 
to 1,000 


The above prices are for purchases by private negotiations. In other 
cases the prices fetched are only about I to ^ of the above. 


Question 4. (i) The imi>ediment is on account of having to take 

permission from the Khasmahal authorities before mortgage is taken, 

(ii) The Bengal Tenancy Act is not in force here. 

(Hi) and (tv) There is no bank for long-tenn credit. 

(vi) Establishment of a land mortgage hank would be useful. 

(vni) Funds from central institutions largely will be necessary. 

(trOAgricultural mortgage banks should take long-term loans from 
central institutions at about 6 to 7 per cent. They should lend out 
at the rate of Rs. 10 to Rs. 12i per cent. 

(:rui) Mortgages of immoveable properties will be adequate. 


Question 5. (i) Such estimate i.s not known. 

(it) By examining the loan ledger of co-operative banks and the 
khatas of the money-lending mahajans, merchants and dealers. 

(vi) It is increasing. 

( 2 >) No itinerant money-lender or Kabulis exist here. 

(a^i) The Act is not availed of. 

(^iv) Either the demonstration farm should be able to give loans of 
seeds or a co-operative seed store may be organised to do this work. 

(a^v) Fifty per cent, in kind of the crop taken as loan. 

(xvi) In co-operative bank the interest is 12 J per cent., no compound 
interest is charged. Mahajans charge 9 to 37 J per cent. They charge 
compound interest calculating the interest accrued at the end of each 
year. 

Through Civil Court. There are arbitration courts also in co-opera- 
tive banks. The courts sell their lauds and properties. 

{atviii) No. 


Questiun 6m Practically nil. 

(ii) Weaving of Nepali blankets (Rarhie), Lepcha chadars, etc., 
could be encouraged by such methods as the Home Industries 
Association in Calcutta, opening a branch here and placing orders 
here and arranging sales to consumers in other places. 

(m) Basket- weaving, mat-making, furniture-making, etc., could l>e 
introduced. 

(iv) Co-operative banks may help in this. 

QiMVtton 6A. No answer. There are no. industry worth the name. 



Qi^kMi St. There is no possibility except approaching the 
tnahajans. 

(it) For trade, for expenses during the marriages, death cere- 
monies, festivals, for purchasing lands, etc., 9 to 30 per cent, on 
secnred debt end 37 J per cent, for unsecured debts are charged by 
mahajans. 

(iit) At present only the mahajans or indigenous bankers are lend- 
ing them money. The establishment of an urban bank would be 
helpful. 

(tv) Normal, 

QuastiOfl 7. (ii) Want of timely help with regard to funds fium 
central institution. 

(in) About 5 lakhs of rupees. 

Question 7A, Yes, it is desirable. 

Quostion 7B« (t) Mahajans used to charge 75 per cent, on 

unsecured and 37 J per cent, on secured debts before the establishment 
of the co-operative banks. i 

(n) To a certain extent 25 per cent, of the debts belong to 
co-operative banks and the remaining 75 per cent, to mahajans still. 


Part IA« — Loan Officea and Joint Stook Banks in the Mufasaal.^ 


Question 1i There are merchants, traders and mahajans who do 
some banking business and give out loans at subdivisional head- 
quarters. Some of the important ones are — 

Finns of (1) Lachmandas Ramchandra, (2) Punikhchand Lakhmi- 
chand, (3) Koramal Jethmul, (4) Joteram Ramrikhdas, 
(5) Siram Mulchand and (6) Khetsidas Rainlal. 


Quostion 3« (i) Interest charged is generally 6 per cent, for 
either long or short terms in most of the indigenous banks. In the 
case of the banks of Lachmandas Ramchandra and Punikhehand 
Lakhmichand, who are doing banking somewhat methodically, the 
rates are as follows: — 


On deposits fixed for — 

One year — 5 per cent. 

Nine months — 4J per cent. 

Six months — 4 j>€r cent. 

On current accounts — 3 per cent. 


(it) No limit. 

Question 5* (/) Loans are granted generally for one year. The 

purposes are for agriculture, trade and cx)ntract work, etc. The 
interests charged are 9 to 18 per cent, on big loans to respectable 
persons and up to 37 J per cent, in minor loans. 

(*i) Compound interest is charged. At the end of the year the 
interests is added on to the principal and fresh account is opened 
(in) No. 


V refer to indigenous Banks and Bankers and nol 

lioiM Offices and Joint gtock Banks— Secretary, B. B. C. T 
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X*®) Loans are given generally for one y«ftr. Alter a year 
gefiehilly fresh account is opened with the interest added on to the 
fonmer capital until it becomes necessary to seek the help of the (lourt. 

QutttkNI (i) Yes. According to the necessity of the 

agriculturists. 

QlMStion 7. (i) They do mainly other business than banking such 

as trade in piece-goods, wool, cardamom, grains, etc. They employ 
about 75 per cent, of the resources in the business. 

^OStian & (i) No definite portion. Some of the profits are 

ganerally invested in immovable properties. 

Quastion lOu It is not possible at Ealimpong, because tbe banks 
are private concerns having other business of different sorts. 

Qlltction 12. There has been no case of failure of bank at 
Kalimpong. 

Part II. — Indigenous Banking. 

Quastions 1 to 3« Answered above. 

Question 4. There are two forms of hundis in use, one is to be 
paid on presentation and the other after a <-ertain period us noted in 
the hundi. 

Question 5. (ii) From the prtweeds of business and from loans. 

(Hi) Answered above. 

Question 6. (i) Answered already above. 

Question 8 . (n) By the establishment of a central banking institU' 

tion as already stated above. 

Quertion ft. No. 

Question Ift. They refuse some demands when the nature of the 
security is unacceptable. 

QuoMion 11« (ii) Yes, some such central banking institution will 
be useful. 

(Hi) The indigenous bankers should have to take shares and help 
in managing the central banking institution. 

(iv) By means of fixing a uniform rate, if possible. 

Question 12. (i) Yes. 

(H) Yes. 

(in) The establishment of the central banking institution would 
mrculate such unemployed money within this locality. 

Part III. — Investment Habit and Attevction of Gapital. 

Question 1. (i) About 6 lakhs of rupees. 

X^t) About 9 lakhs of rupees. 

(Hi) Co-operative banks, indigenous banks, and the postal savings 
hanks and life insurance agencies. 

(*) Yes, by better organisati<m of o(M>perative banks. 



QuMtiim 2. (t) No. 

(til) Yes. 

(tt») Service holders generally. 

(vi) No. 

QuMtion 3i (t) The post office, only affords facility for purchase 
and sale of Government securities. The small agriculturists cannot 
be induced to invest in Government securities until they get more 
educated. 

(it) There is no such facility. 

(in) Agriculturists generally keep such money with them without 
investing until they find opjiortunity for purchasing more lands. 
Some of them keep the money in co-o|)erative or other banks for a 
certain period with a view to purchasing lands ultimately. Service 
holdeis invest in savings Wnks, life insurance and immoveable 
properties. 

(iv) Yes on mortgage of lands at high rate of interest amounting 
to 37 J per cent and over. They invest as described above. 

The hillmen, who are the major part of the population, are mostly 
agriculturists. They have very little capital in their hands. Capital 
is mostly in the hands of the Marwari traders and the co-operative 
banks. 

Question 4. (i) Very few people have yet formed cheque habit 

here. Only the Europeans generally use cheques. 

■ (it) By the abolition of the stamp-duty, hundis have taken the 
place of I'ukkas (Letters of advice of credit) amongst the traders. 
Hundis are more convenient for them than rukkas. 

(Hi) Europeans and only a few educated Indians use cheques. 
Payment by cheques is good only for those people who can open 
accounts with banks. For those who have not got such accounts 
T^ith banks, it is somewhat difficult to cash cheques unless there is 
inter-i’elation between the Government Tieasury and the local banks 
in which the cheques have got to be cashed. An employee getting less 
than Rs. 200 is not expected to open an account with any bank. 
Hence payment by cdieques may be useful to an employee getting 
Bs. 200 and over only. 


23. 

Mr. L. C. Cuba, District Officer, Dinajpur. 

Part I. — Agricultural Credit and Cr^it Facilities for Small Industries. 

Question 1. — Agriculturists of this district generally obtain finance 
from the following sources ; — 

(1) Local mahajans (money-lenders). 

(2) Bankers (Marwaries). 

(3) Lo(!al Joint Stock Banks. * 

(4) Co-operative Banks. 

TlMt rate of interest variss from 12 per cent, to 75 per cent, according 
to qircumstahces. Loans are generally taken for three years, buf the 



CcHpperative Banks grant long-terni anfl short-term loans. The Joint 
Stopk Banks issue loans generally on mortgages, but the local inoney- 
lendep and 4he Marwari bankers issue loans bn simple bonds at 
exorbitant rates of interest. No loan under the Agriculturists^ Loans 
Act or the Land Improvements Ijoans Act is granted except in times 
of flood, famine or other natural calamities. None except the Co- 
operative Banks make any distinction between agricultural and other 
purposes. And as such the present system is defective. If the ci*edit 
agencies insist on issuing short-term loans for agricultural purposes 
and long-term loans for other purposes it will naturally reduce the 
indebtedness of the cultivators. 

There is at present very little of co-ordination among the different 
credit agencies. It is desirable that there should be some co-ordination, 
at least among those institutions wdiieh have the object of helping 
the agriculturist. 

Question 2. — The agricultural products generally pass through a 
number of middle men before they reach the consumers. The cultiva- 
tors are not in a position to hold up their crops for better price. Nor 
have they got good agenciewS for the disposal of the agricultural 
products. There is one Co-operative Sale and Supply ScHdety at 
Bangalbari in th? Saclar subdivision for the disposal of paddy. It 
has been affiliated to the I)inaj|)ur Central Bank, but it is a young 
institution and has not shown much activity. There is no difficulty 
in obtaining funds. 

The Sale and Supply Societies in co-ordination with the Central 
Banks may solve the problem of financing during the period of market, 
ing and thus secure better prices for the cultivators. The cultivators 
may hold up their crops in the godowns of such societies and obtain 
from the local banks short-term loans against the goods left on the 
recommendation of the Managers of those societies. The Managers 
may enter into an undertaking with the depositors to repay the loan 
from the sale-proceeds of the goods deposited. 

The activities of the local banks and bankers in financing import 
or expori trade are very limited. Hundi business is carried on by the 
local banks and the Maru^aris and is confined to urban transactions. 
No loan on the hypothecation of commodities is granted by the banks 
and there is no transaction in bills. This is due to the want of banking 
habits among the indigenous business men. Attempts may be made 
to popularise hundis and bills. The discount charged on each hundi, 
bill or cheque is Re 1-8 per cent. 

The want of banking facilities is due partly to the lack of credit 
but mainly to the want of banking habits among the people. 

In the urban area outside remittances may be made through banks 
which issue cheques on Imperial Bank or other Joint Stock Banks 
of financial reputation. The system is workable only where there are 
byan/?.hes ^f the Imperial Bank. The Central Co-operative Banks 
throughout the Province may take up this with great advantage 
through the Provincial Bank. 

Reduction of duty coupled with propaganda would increase the use 
of bills. 

H are generally encashed at the provincial centre and are 
Hot accepted locally by other credit agencies. 
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Bilk sTipported by bills of lading' sdso are not reco^lfalHied locally^ 
Standardised forms on stamped pa^ijpa^ ladlita^ tbe nsa of hundM. 
Stamped papers for hundis are availay^nf ‘'the local TrelWliTy but tbey 
are rarely made uss of. ' 

QlMition 3. — The value of low land (for paddy) varies from Its. 200 
to Bs. 600 per acre. That of high land (for jute, potato, cabbage^ 
etc.) varies from Rs. 125 to Rs. 500 per acie. 

In Government auction the value of land is Rs. 50 or so per acre 
as the purchaser often does not know the quality of the soil. When, 
however, the decree-holder is permitted to bid for the land, the price 
goes higher. In Civil Court sales also the owners do not g?nerally get- 
the full value of their lands, the repons probably being the uncertainty 
about titl? and difficulty in obtaining possession. 

QuOStlon 4. — Ordinarily there is no legal impediment but the 
Santhals are not permitted to sell th?ir lands without the permission 
of the Collector. 

The credit of the agriculturist has not Ksen affected much by the 
amended Bengal Tenancy Act. The amendment has improved their 
status but has reduced the price of the land as the salami has to be 
dsposited at the time of the registration of the sale deed and the rate 
of salami has gone up in many cases. There has in consequence been 
a great decrease of transfers throughout the district. 

There is no institution like land-mortgage banks on the Egyptian 
model. The Royal Commission on Agriculture recommended the 
adoption of such banks on a co-operative basis. Attempts may be 
made to give effe<!t to the recommendation of the Commission. The 
proposed land-mortgage banks may obtain finance from deposits, and 
also from advances from the Central Co-operative Banks. They may 
as well issue debentures. The Government may guarantee interest on 
debentures -and this will popularise the institution and attract 
depositors. 

Queetion S> — A Debt and Propertj' Register may be maintained 
ill the office of each Union Board. The Circle Officer and the Inspector 
of Co-operative Societies may check this register and it may be con- 
sulted when any body applies for a loan from the land-mortgage banks. 

The loans are generally taken for repa^ouent of old debts, social 
ceremonies, litigations, payment of land revenue or rent in times of 
difficulty and agricultural improvements. ^ The local Joint Stock 
Banks, Mahajans and Co-operative Banks issue loans to cultivators. 
The Oovsmment does not grant loans under ordinary circumstances. 
Loans under the Agriculturists’ Iwoans Act and the Land Improve- 
ments Loans Act are issued in times of flood, famine and other natural 
calamities. With the growth of co-operative institutions thase may 
be utilised as agencies for tbe issue of such loans. Tbe officers of tbe 
Go-operative Department may be asked to do the work of supervision, 
i This wotdd ansure grwiter promptitude in the issue of these loans. 

A pretty large numbar of Kabulis is carrying on money-lending 
business at a very high rate of interest. 

liands are generally passing into the bands of money-lenders, "ia0r 
agrieultimt.1 inu^btednWs is increasing. 

flll^ 8.^ — Gur ’’-making, “ chat ’’-making and hand-spinningl' 

8(8 subsidia^ industries by the cultivators. The hoces- 
for organising subsidiary industries for the cultivators cannot be 
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qu«§tj|oned. .Want of business habits no doubt stands in the way. 
Bui j^ropa^ilida^ work on he^tby lines may OTarcoms this difficulty. 
Tia anbsidk^ industries jt^sep the ctiltivators busy in off-seasons 
for iat least 81 % montba in the yran ^ 

The Government may help these industries by financing them 
throu^i'h co-operative society organised for the purpose and also by • 
granting loans free of interest. 

QlMIthMl 8Ar— There are in this district some five thousand weavers 
and^ the industry is still carried on under primitive conditions. The 
business suffers for want of funds and also for non-introduction of up- 
to-date implements. Eight Cki-opsrative Societies have been started 
in the Sadar subdivision of this district to provide funds for the pur- 
chase of materials at a cheaper rate but the institutions are too poor 
to provide funds for better implements. 

QUOStiOfl 6Bt — The Government employees have got a Co-operative 
Credit Society of their own. Small traders get money from the local 
Joint Stock Banks as well as fi-om the Frban Credit Banks. Middle 
class gentlemen also find help from the above institutions. They 
generally borrow for medical purposes and social ceremonies. 

Question 7i — The relation hetwe’u the Imperial Bank and the 
Central Co-operative Banks is cordial. The Central Banks can obtain 
cash credit loans from the local branches of the Imperial Bank on the 
guarantee of the Pmvincial Co-operative Bank. The Co-operative 
Banks are in need of finance. The total need for the time being w'ouldv 
be some three lakhs of rupees. 

No spirit of competition is as yet perc?ived between Joint Stock 
Banks and Co-operative Banks. But the Co-operative Banks generally 
command greater confidence of the public. They deseiwe pecuniary 
assistance from the State in the shape of exemption fioni the income- 
tax, reduction of money-order commission, etc. 

Quastion 7A. — Issue of loans to individual members and depositi)r8 
by Central Banks against share deposit would certainly be attractive 
to depositors. 

It would be neither safe nor wise to allow inter-lending between 
Joint Stock Banks and Co-operative Societies. 

« The Co-operative Central Banks can profitably and conveniently 
undertake remittances to different centres and the Provincial Bank may 
adjust accounts. 

Qtmtion 7B. — The Co-operative movement is gaining ground 
gradually and has considerably reduced the rate of interest in the 
localities' where there are credit societies. 


Part lA.— Loan Ofitoes and Joint Stock Banka in tho Mufaasal. 

. ^ " Quaition t* — ^The following are the Loan offices in the Sadar snb- 
^ ^ ion of this district:— 

(a) At the district headquarters: — 

(1) The Dinajpur Trading and Banking Company, Limited. 

(2> The Anjuman Trading and Banking Company, Limited 
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(3) The Dinajpur Ijoan Office, Limited. 

(4) The Baiyats Trading and Banking Company, Limited. 

(5) The Unique »Exchange, Limited.* 

(6) The Hitaishi Bank, Limited. 

(7) The Jotedars Industrial Bank, Limited. 

(3) The Lalit Chandra Trade and Loan, Limited. 

(9) The Bank and Bice Mills, Limited (Natore) (Dinajpur 
Branch). 

(10) The Eanchan <iBank, Limited. 

(11) The Hilalia Trading Bank, Limited. 

(12) The Agri. and Piscicultural Association, Limited. 

(13) The Young Friends and Company. 

(h) At the suhdivisional headquarters: — 


Thakurgaon. 

(1) The Baseya Bank, Limited. 

(2) The Thakurgaon Union Bank, Limited. 

(3) The Thakurgaon Loan Company, Limited. 

(4) The Thakurgaon Trading and Banking Company, Limited. 


Balurghat. 

(1) The Balurghat Town Bank, Limited. 

(2) The Santosh Bank, Limited. 

(c) At other places: — 

The Kaiganj Bhauuhhandar, Limited. 


• Question 2a — ^The relative proportions of the different items of the 
working funds of such institutions are: — 


per cent. 

(a) Paid-up share capital ... 10 

(h) Beserve fund ... 10 

(c) Short-term deposits ... 20 

(d) Intermediate deposits ... 40 

(e) Long-term deposits ... 20 

Question 3a — The rates of interest are: — 

par cent. 

On current deposits ... 3^ 

. Six months’ deposits ... 5 

One year’s deposits . .. 6i 

Two y<Murs’ deposits ••• 

' Three yesu»’ deposits ... 8 

Five yearsV deposits ... Bf 

Wite jears is the maximum period for deposit. 



|^jll6Mi0ll 4lr— 'Th« proportions of total fup^s investod ar« given 
b^w: — 


* percent. 

{a) Government and other mark?table securities ... 1 

(6) Loans against immovable propertias ... 60i - 

(c) Advances to industrial concerns ... 9 

{d) lioans on personal security ... 20 

(e) Jewellery ... 7 

(/) Goods ... 3 


Qu6Stioil 5> — I.A)an8 are generally granted for three years, sis years 
and twelve years and for any purpose whatsoever. The longer the 
period the lower is tha rate of interest. 

Almost all the bonds provide for penal interest, but in general no 
penalty in the shape of compound interest is realised unless it becomes 
unavoidablj' necessary to do so. Even when a loan becomes overdue, 
no action is taken if the borrowers pay inteiest regularly. One month’s 
interest is deducted from the principal at the time the loan is issued. 

Question — The Ijoan offices or Banks issue loans to agriculturists 
on mortgage of immovable properties regardless of the purpose of such 
loans. 

The interest of agriculturists cannot be served by these Banks 
unless the latter are well organised so as to keep themselves in close 
touch with the former and to have an eye on the use of the loan. They 
should take prompt steps for the recovery of the loans from the produce 
of the borrowers’ lands. Otherwise the indebtedness of the <-uItiVatf»rs 
will go on increasing. Any substantial changes in the methods of 
operation of these Banks with a view to serve the interests of the 
agriculturists will not commend them.selv.'‘s to the share-holders whose 
interest lies in getting as imi<h dividend as they can. It is to be 
r’eniembered that many poor middle class families are dependent on 
their income from dividends received from those companies. 

Question 7. — 'They have got trading business. But a very small 
percentage of the total resource is so employed. They do a little of 
discounting bills but cannot take up this business on a large scale for 
want of a Federal Bank and also for want of co-ordination among 
themselves. 

QuOStion & — The Loan offices keep annually some 20 per cent, of 
their profits in the reserve fund. This sum is seldom invested outside 
in “ gilt-edged " securities. 

QlMition Si — ^The method of account-keeping is not uniform and 
not based on modern double-entry system. The Loan offices are not 
able to show their financial position unless the whole of their accounts 
are gone into. There should be a uniform system of accounting and 
balance sheet. 

QliMtion lOi — ^For creating a common banking system and idso for 
connecting the facilitating busings in the province and outside all 
such Banks should be federated into a Union Bank. Otherwise tha 
resources of the country cannot bs fully utilised and developed. 
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OUMlkNl c»n be done if tkey keep vdil organised ftfapebM 

iufvtbe rural But no suck improvement seems to be possible in 

tli^^pCBsent stage jod' development as there is lack of Banking Education, 
and ^8 Loan offices Would be unwilling to launch into enterprises 
■which would prejudiciafly affect their dividend-earning capacity. 

QukStion 12. — ^Recently there was a bank crisis and serious runs 
were made on the Dinajpur Trading and Banking Company, Limited, 
and also on the Lalit Trading Bank, Limited. The authorities of the 
Banks, however, managed somehow to meet the situation. Dishonesty 
•of the staff was mainly responsible for the runs. 


Part It. — Indigenous Banking. 

Question 1. — The Marwari merc-hants and the local money-lenders 
•cany on money-lending business with their own capital. Their 
position Is never so established as to secure the confidence of depositors, 
A few Marwari bankei-s do sometimes get small deposits lo(5alIy. They 
have also busine.ss in jute, paddy and gur. 

Queation 2 % — This class of bankers is no doubt of great help to the 
cultivators inasmuch as the latter can obtain money from the former 
for the purposes of cultivation. But they do not venture to invest 
money in trade and industries as they do not con.sider it safe invest- 
ment.*^ They often become unwelcome on account of the high rates 
•of interest charged by them. 

Queation 3. — The indigenous bankers have got no organisation of 
their own. The amount of capital invested and the volume of business 
carried on by them are, however, no less important than those of Co- 
operative Banks or the Joint Stock Banks. Their business expenses 
are much lower than those of these banks as they them.selves keep 
accounts and in case they maintain a staff the latter is employed to 
look after the trading bramh of their business as well. 

There is no connecting link batwesn the indigenous banks or bankers 
and the organused banks such as Joint Stock Banks, Co-operative 
Banks or the Imperial Bank. 

QuOStion 4. — Hundis and other credit instruments are sparingly 
used by these bankers and are confined to the Marwari merchants only. 

Question 5. — The indigenous bankers generally issue small loans on 
eimple bonds and in the case of bigger loans they demand securities 
in the shape of immovable properties. The rates of interest are 
l^enerally very high and there is in general a provision for penal 
interest. 

These bankei-s generally employ their own capital. When they are 
in need of money they borrow it from the local Joint Stock Banks or 
from the men^hants or financiers in the provincial centre. 

QttdrtiM 3w — The rate of interest charged by these bankers is 
usually high varj-ing from 24 per cent, to 75 per cent. Any raduction 
•of the rate of interest will not necessarily confer great benefit, pn the 
agricultural community unless proper supeiwision is. maintained over 
ihe use of money taken and due provision is made for prompt repay- 
ment of the loan. 
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t liastion 7- — ^The bankers are not liked by the ]^ple on account 
leir bad dealiugrs with the latter. The Qovel^ient may witk 
advantage give them certain legal facilities on their guarantee for 
better dealings. The majority of them are, however, unscrupulous 
men and there is every likelihood of such facilities being abused. 

QuastUHl 8« — The indigenous bankers though existing only in a 
nebulous condition aie of great necessity to the cultivators. They are 
expected to serve a useful ]>urpt)se if they are put under proper guidance 
and control. Th? District Magistrate may have a list of licensed 
bankers and these may be given the right of realisation of their dues 
by arbitration. The bankers may also be exem])ted from the payment 
of the stamp duty at the time of filing suits if the rates of interest 
do not exceed a certain per cent., say 15. Any measures for regulating 
their operations which would render it less difficult to realise their 
dues, would ceiiainly be welcomed by tJiem and may also have a 
tendency towards lowering the rates of interest charged. 

Question! 9. — After making allowance for the legal expenses, 
management charges, losses through default and losses through fore- 
<'losure, the indigenous banks and bankers make a profit of some 20 
to 30 per cent. 

Question 10. — The indigenous banks and bankers are not always 
in a position to meet local demands. They have often to refuse loans 
io p'ersons ofteriiig securities of an unacceptable nature. Tliey have 
4 also to lefuse loans for want of funds. 

Question 11. — The indigenous banking system may bt linked with 
the central money market by the establishinent of a branch of the 
Imperial Hank or of the Central Reserve Bank fit the headquarters of 
each district. 

Question 12. — There is no surplus fund in this district in the hands 
of the indigenous bankers, as thej" utilise it in trade, in the harvesting 
season. Money does not in conseciueiice flovr from liere to the Provincial 
Capital. 


Part III.— Investment Habit and Attraction of Capital. 

Question 1. — The existing banking resources are few in number and 
not sufficiently attractive. The Joint Stock Banks are mostly at the 
headquarters of the district or the subdivisions and are consequently 
not within easy reach of the cultivators. The Co-operative Societies are 
of recent growth and are still very few in number. Not many villages 
have got post offices with Savings Bank Accounts and the rate of 
interest allowed on deposits in the Postal Savings Bank is very low. 
The people have in consequence a tendency to invest small savings in 
^Id and silver. Where the savings are large, they are generally 
invested in land or money-lending business. 

S liCStion 2. — The Postal Cash Certificates are not popular as the 
e are mostly ignorant of their security. The Postal Savings 
Banks are not within easy reach of the people. The rate of interest 
offered is very low, and not suflSciently attractive. 


12 



178 


QuestN^ Stf—The Governinant and other securities are not popular 
in ithis district as'the people hare on several occasions been cheated 
By unscrupuloi^ men, and the rates of interest are not sufficiently 
attractive. 

The sale-proceeds of the agricultural products are generally kept 
by the cultivators with themselves. The big ‘‘ jotedars and also 
the big raiyats/^ however, deposit their money in the Urban Joint 
Stock Banks. The solvent farmers have often got a money-lending 
Business and their position is being gradually strengthened. 

QuOStiOfl 4. — The cheque system is not in use in this district. Even 
the big Joint Stock Banks make no payments in checiues. Only the 
big merchants and persons having ac^counts in banks at the provincial 
centre operate through cheques. Many of the local Joint Slock Banks 
pay these checjiues at a discount. 

QuostiM 5> — The banking and investment habits in India are 
certainly of very slow growth. This is due mainly to the want of Bank- 
ing h>lucation and lack of entei*prise. Propaganda by officials and 
non-officials may be of some help in educating the people to invest 
their savings in productive undertakings. The opening of branches 
of the Imperial Bank of India has increased the investnieiit habit of 
the higher and middle class people. Branches may be opened at the 
headquartervS station of each district. 


Mr. M. H. M. Furrokhi Subdivisional Officer* Balurghat. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

% 

Question 1. — (i) Agriculturists get their finances from the following 
sources : — 

(a) For expenses during cultivation — from Co-opeiative Banks, 
Mahajans, jotedars. private hanks. 

(h) For capital and permanent improvements — from the following 
souices : — 

Marwaris, private hanks, Jotedars, and Land Improvements ljoan.s 
from Government. 

(c) From the Government in cases of failure of crops due to flood, 
drought, etc. ; and for revenue and rent by mortgaging their properties 
to professional money-lenders. 

(n) The rate of interest charged varies from 12 per cent, to 75 per 
cent, when loans are taken by mortgaging the standing crops by the 
agriculturists. They have to repay the loan from the crop just "after 
harvest, i.e., within 6 months from the date of loan taken. Sometimes 
it so happens that half the produce is given to liquidate the debt for 
ceHain periods, viz., 3 years, 4 years, etc. 

The secured loaus will be about 40 per cent. 

(ft/) Government practically do not play any part in dealing with 
the agri^^turists except by advancing agricultural loans and under 
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special circumstances. Co-operative Banks, Loan offices and profes- 
sional money-lenders grant loans to those agriculturists whp have got 
their ow'n jote-right in lands. ^ 

(tv) No, 

(r) Except Co-operative Banks, non-official banks, such as Loan 
offices, and professional money-lenders give out their money at various 
rates of interest to various classes of persons, there being no time 
limit for repayment of loans. The defects should be removed by 
establishing a uniform rate of interest for all cases, if possible. 

ivi) There is no co-ordination among the various agencies and there 
seems hardly any scope for improvement in that direction unless a 
Central Federation of such agencies or some such method is intioduced 
by legislation. 

Question 2. — (i) The raiyats bring in their commodities to certain 
selected hats. Under-raiyats are unable to hold up Iheir crops as they 
have to meet demands of Zemindars and inoney-leiulers as well as other 
requirements of life. 

(/?) There are possibilities of co-operative ettort in marketing produce 
but that will require very close action of the Government Co-operative 
Depart ment. 

(Hi) No, 

{ir) No (‘redit facilities actually exist for the financing of products 
during marketing. 

(r) No, 

U\c) Yes. 

Question 3. — (/) In the district of Dinajpur price of land varies 
from lis. 12(1 to Rs. 800 per acre. The low-lying paddy land liaving 
facilities of good irrigation will fetch a price fioin Rs, 500 to 70() 
per acre, iledium paddy laud can bring Rs. 180 to Rs. 800 per acre. 
There are three kinds of high lands, es])ecially in this subdivision, viz,, 
“Raii,’' “Khiar’’ and “Barind.’' Amongst them puli is the best. Its 
price varies from Rs. 400 to Rs. 800 per ac'ie owing to its good fertility 
and water-retentive power. Without irrigation, high land crops like 
jute, sugarcane, potato, brinjal and other vegetables cun l>e grown with 
success in such kind of land and for this reason the price of such land 
is abnormally high in comparison with other lands. 

(ii) Climate, fertility, irrigation facility, distance from the Railway 
station, navigable rivers aiicl important hats. 

Question 4. — (/) No, except in cases of aboriginals to a certain 
degree; but in many instances, there were relaxations. 

{ii) Almost all the agriculturists are affected on account of stoppage 
of usufructuary mortgage and the money-lenders hesitate to advance 
money wdiich they were very eager to do before; but in other respects 
the Bengal Tenancy Act has given wider relief. 

(iv) No special hanks for this sort of special purpose. 

(v) Not known. 

ivi) No such bank can be established for this specific purpose. 

Question S.— (i) No. 

(iv) (a) to (i) Debts are incurred for all these causes. 



180 


(^) Cannot be ascertained. 

(vi) Increasing. 

(vn) Very little. 

(viii) No. 

{ix) There are no such money-lenders in this part of the district. 

{x) No such instances can be given. 

(.r/) The Usurious Loans Act is availed of in very few or no cases. 
It is suggested that the Act may be lecast so as to make it applicable 
in all cases when the percentage of interest exceeds a certain limit, 
e.g., 24 per cent. 

{xil) No. 

ixtii) Not generally. 

(r/r) By Co-o])erative Agricultural Seed Loan Society. 

{ivr) Half, called *‘I)erhi,'' i.e., 50 per cent, of the loan per year. 

(. 7 */;/) The above rate as well as in some cases 6 pice per rupee per 
month on the price of the paddy then taken and settled between the 
I)arties on the basis of the anlicii>ate(l price of the year. They are 
realisable just after harvest is finished, sometimes when the harvesting 
goes on. 

{iTvii) Yes, gradually they are turned practically into adhiar^ of 
the money-lenders after some years. 

(xviii) Y^es, certainly. 

Question 6. — -(i) There are some rice mills working as lamited Com- 
panies. Some villagers are doing gur-makiiig business, hand spinning 
jh jute to a very small extent, recently started by the Industrial 
Department during the last distress in this subdivision and certain 
portion took jute spinning as their profession for earning daily luead. 

(//) People are generally averse to taking* to such industries in this 
part of the country. 

(Hi) Does not arise for the reason set forth in (it). 

Question 6B. — (i) Co-operative Banks, Loan offices and private 
money-lenders. 

(it) Not less than 25 per cent, for domestic purposes and for imple- 
ments for daily avocation of life and sometimes for festivities. 

(///) Co-operative Banks, loan offices and private money-lenders 
help them in their needs. No suggestion can be given. 

(iv) (.Tenerally on the increase. 

Question ?• — (i) Nothing except depositing certain amount in the 
Co-operative Bank by the Loan offices for the current as well as for the 
fixed deposits. 

(ii) No difficulties exist in the present circumstances. 

(Hi) To extend the Co-operative movement, additional amount 
might be necessary according to circumstances. 

(iv) No. 

(r) Does not arise. 
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(ti) Yes, by all means stated herein and also by reduction of fees- 
on money remitted through the Post Office as would be deemed proper. 
It may be half the cost as at present charged. 

Question 7A. — < /) Co-operative Banks should issue loans to its 
depositors up to three-fourths of the deposited money. 

(ii) Yes, restrictions contained in section 32 of the Act should be 
relaxed for the purpose, 

(rit) No, only to the Co-operative Banks and Co-operative Societies, 

(r) It is desirable that Co-operative Banks should take up ‘‘huiidi 
business’’ in respect of money tendered by the depositors for the places 
where Co-operative Banks or Imperial Banks are established. 

Question 7B. — (?) AVhere there are Co-operative Societies, interest 
is charpred on the people by private persons or other loan offices at a 
considerably lower rate. 

(//) Where there are such societies, professional money-lenders had 
to lower the rate of interest and in some (‘ases close the business to 
avoid the litigation arising: thereby for smaller profits. Increase of 
societies in rural areas will speak about it. 


25. 

Mr. A. K. W. Ahmedi M. A*| Sadar Subdivisional Officer, Rangporot 

Part I.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (/) (a) Tbe usual practice obtaining in this subdivision 

is that the agriculturist either utilises his own savings or takes loans 
from money-lenders, loan offices or otlier similar agencies available 
either at town centres or in the mufassal. 

(b) They are absolutely at the mercy of the landlords for, owing to, 
a deplorable lack of co-operative instinct, the agriculturists cannot com- 
bine and effect permanent improvements with their own capital. The 
landlords, on the other hand, do not find it profitable or to their other 
interests to effect permanent improvements by execxiting irrigation i)ro- 
jects or otherwise. 

(c) Same as (a). 

{ii) The rates of interest charged vary from Rs. 37-8 to Ils. per 
cent, per annum. The period for which loans are taken varies from six 
months to one year, taking into account the time required for the harvest- 
ing and sale of the periodical crops. Mortgage of land is the usual 
security offered and accepted. An instance in point is that most of the 
loan offices and private banks in this subdivision have come to acquire 
considerable zemindari and tenure rights. The percentages of secure^ 
and unsecured loans will be something like 90 per cent, and 10 per cent., 
respectively. The unsecured loans consist primarily of loans in kind, 

{ill) The chief part is played by joint-stock private banks and loan 
offices and Mahajans who charge fancy rates of interests. Government's 
is a reserve fund and is available when and where scarcity and famine 
stares the country in the face. Co-operative banks — the number of 
which is not many— exist only for the benefit of tbe members. 

(iv) Yes. Something like ten lakfrs of rupees. 
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(v) (i) The usurious rates of interest charged by the money-lenders 
and the private banks. 

(2) Want of co-operation amongst the peasant folk. One possible 
remedy is the propagation of co-operative societies all over the subdivi- 
sion. 

(vi) No. 

Quostion 2. (i) As for jute, paddy and tobacco — ^the principal 

crops, there are the Marwari and local middlemen who purchase and 
stock these through local brokers. 

Yes. Because he has no resources or savings to fall back upon. 

(m) Starting of co-operative sale and supply societies at principal 
centres in the mufassal. 

(lit) Yes. Only one has just been registered. 

(iv) Vide answer to (i). 

(v) This question cannot arise under the present circumstances. 

(vi) (a) (h) They practically seem to play no direct part. 

(vi-a) Vide answer above. 

(ri-b) I am fully in agreement with this suggestion. In this sub- 
division growers of jute and tobacuo are mere tools in the hands of 
Marwari or other local profiteering businessmen. Starting of a suffi- 
cient number of co-operative sale and supply societies affiliated to a 
central society. 

(vii) Yes. 

(vui) Nil. 

(is) There is no co-ordination and co-operation amongst the exist- 
ing financial agencies. 

(s) No part played. 

(si) In the absence of a bank in India like the Bank of England— no 
suggestions would be worth making. 

(xiii) Yes. 

(xiv) No. 

(xr) Yes. These are discounted in local centres. 

(.rvi) No. 

(xvii) These things are practically unknown in this locality. 

(xviii) Does not arise. 

(sis) Great possibilities. 

(xs) Of course. Yes. Government lead is always necessary. 

QlMStion 3> (i) Rupees 600 to Rs. 1,000 for all kinds of crops — lands 

per acre. 

(ii) (1) Fertility of the soil. 

(2) The habits of the people are mainly agricultural. 

QtHntion 4. (i) No. 

(ii) It is too early to hazard an opinion 

(iii) To a considerable extent. 

(iv) Yes. Both. 
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They raise capital from shareholders. 

(i7i) Such institutions exist, but they are private concerns. Co* 
operative banks should be substituted for the betterment of the present 
condition. 

(vH) No. 

(ix) Yes. 

(x) Supervision by Government officers, preferably of g'azetted rank, 
and compulsory deposit of a certain percentage of the reserve fund in 
Government securities. 

{xii) Yes. 

Question 5. (/) No. 

(it) Through TTriion Boards. 

(///) This distiiHition can be drawn up when preparing the estimate. 

(iv) and (r) Same as 5 (///) above. 

(tu') Increasing. 

{vii) Not much except in times of scarcity. 

{iriii) Loans under these two Acts may be offered by District Officers 
and Subdivisional Officers to the agricuitural ])ublic through the Dis- 
trict Agric'ultural Officers. 

(f.v) Yes, Their number is really legion. They come in gioups, 
build huts at places near bazars, and live there during the cold weather 
season. They give short-term loans to whomsoever may come to them 
for the puriiose at fancy rates of interest, and realise the principal as 
well as tlie interest when the cr()ps are marketed by the clients. Some- 
times instead of lending money in cuvsli they supply the net*essary com- 
modities, e.g., winter clothing, poojah or ceremonial dresses on credit 
at exorbitant fancy x>riees. 

(♦r) In all the loan offices in this subdivision the rate of interest 
varies from 37^ per cent, to 00 per cent, according as the money market 
fluctuates. It is impossible to cite concrete instances of usurious rates 
of interest, heavy accumulation of debts, and i)rolonged duration of a 
loan in cash or in kind. 

(xi) The provisions of the Usurious Loans Act are to some extent 
defeated by the Indian Contract Act. The Usurious Loans Act should 
prevail as against tlie repudiating sections of the Indian Contract Act. 

(xii) 100 per cent, as the maximum interest over the princij)al. For 
instance, whatever interest might be accrued, a priiicijial of Its. 25 can- 
not more than double itself in any period. 

(xiii) Yes. 

(xiv) The operations of the Land Improvements Loans Act and the 
Agriculturists’ Loans Act must be rendered more prompt through the 
District Agricultural Officers. 

(xv) From 50 per cent, to 100 per cent. 

(xvt) Compound interest is charged, and the payment is enforced 
sometimes by arbitrary seizure of cattle and agricultural implements; 
sometimes by suit and at some others by foreclosure. 

(xvit) Yes. Cases like these are very frequent. 

ixviii) This is natural. 
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Question 6« (i) In the houses of all small farmers there are indi- 

Ifenous husking instruments. Some who grow sugarcane on any con- 
siderable scale make gur also. Other small-scale industries are unknown^ i 
(ii) Cottage industries of all kinds may be encouraged — ^the products, 
pooled and disposed of through co-operative sale and supply societies. 

(Hi) Manufacture of Hessians with the local jute and of cigars and 
cigarettes and other preparations of tobacco — with tlie local supplies. 

(iv) By opening limited joint-stock companies on co-operative basis, 
(r) The Imperial Bank of India and the Provincial Co-operative- 
Bank. 

Question 6Ai (i) No such small industries here. 

(ii) No. 

Question 6Bi (/) Pawning of jewellery and mortgage of lands if any. 
(ii) (1) To build houses. 

(2) To marry sons and daughters. 

(•3) For celebration of occasional ceremonies. 

(Hi) Except the co-operative societies which are not many, and the 
Government which normally does not come forward with help, the other 
financial agencies help their clients for the time being but eventually 
bring about their ruin. 

(iv) On tile increase. 

Question 7. (H) There is only loan business and no deposit banking. 

(Hi) About five lakhs. 

(ir) Yes. Keen competition. 

(v) .Tu.st by a counter-propaganda against the co-operative movement. 

(vi) These things may be resorted to with good results. 

• Question 7A. (i) Yes. 

(ii) Yes. 

(Hi) No. 

(iv) They are inimical to each other. 

(r) Such remittances may be undertaken with certain safeguards. 

Question 7B* (/) No appreciable effect yet. 

(H) To no appreciable extent yet. 

(Hi) (1) The extreme ignorance and conservativeness of the rural 
population. 

Port I A, — Lean Ofllees and Joint Stock Banks in the mufassat. 

Question 5.- (i/) Compound interest is charged — ^when the interest 
accrued is not paid, it is added to the capital by contract. 

(Hi) Yes. One month’s interest is usually deducted. 

(iv) Yes. Interest goes on accruing and being added to the prin- 
cipal till the whole amount threatens to swallow the value of the pro- 
perty, when a suit is instituted to recover the loan along with the interest. 
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’Question 8« (/) Yes. On security of land and jewellery. 

iii) No. 

Question 7. (i) No. 

(it) The people engaged in commerce usually do not go to these bauk» 
for such purposes. 

Question 8. (/) A certain percentage, usually 25 per cent, of the 

profits, is always held up to build up a reserve fund. 

(ii) From 50 per cent, to 80 per cent. 

Question 9. (i) As in joint-stock companies. 

(ii) Yes. 

Question 10. This should be done as early as po.s.sible. 

Question 11. No. This will serve to ruin the poor agriculturists. 

Question 12. None. 


Part II. — Indigenous Banking. 

Question 1. They only receive deposits and lend money. 

Question 2. By lending money on securities. 

Question 3. (a) Rupees 5,000 to Rs. 10,000 to start with. 

(h) Limited to the local agriculturist, outsiders and the shareholders. 

(c) Generally one person who is both the secretary, treasurer and' 
clerk on a monthly pay of Rs. 3U to Rs. 50 per mensem and one ofEco 
peon on Rs. 10. 

(</) Cut-throat competition. 

Question 5. (i) They grant loans to shareholders at a concession 

rate of interest and to outsiders only on security at a high rate of interest. 

(it) Share capital and money deposited with them. 

(Hi) Cunent deposits — 4i per cent, fixed deposits (one year’s) pay- 
able annually — 7^ per cent.; all others payable annually — 0 to 12 per 
cent. 

Question 6. (/) OTA to 60 per cent, per annum. 

(ii) Co-operative movement. 

(iii) Yes. 

Question 7. (i) None. 

(ii) Yes. 

(iii) No facility should be extended without possibilities of ruin toi 
the agriculturists. 

(iv) Yes. So far as their own interests are concerned. 

Quwtion 8. (i) By legislation the usurious rates may be brought 

within reasonable limits. 

(ii) None. 

(Hi) Does not arise. 
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(iv) They will surely be fretting at this for a time, but will calm^ 
^own gradually. 

Question 9> Nothing less than 20 per cent. 

Question 10i They will refuse demands for accommodation on account 
■of the unacceptable nature of the security offered. ; . 

Question 11« (i) Through the Imperial Bank of India and its 

branches, or by the establishment of a branch of the Joint-stock Bank 
or a branch of Central Beserve Bank, or a local bank with local direc- 
torate in each district with which the indigenous banking system may be 
oonnected. 

(iv) Ijow rate of interest and thus capturing the market. 

Question 12. (i) No. 

Part III. — Investment Habit and Attraction of Capital. 

Question 1. (i) Savings and Insurance premia. , 

(ti) No. 

(Hi) Postal savings bank and co-operative societies and private banks. 

(iv) Yes. 

(r) Yes. By enhancing the rates of interest on deposits in po.stal 
savings banks. 

(ri) This habit bids fair to disappear steadily with the spread of 
oducatiun. 

Question 2. (i) They are not popular on account of the compara- 

tively low rate of interest allowed. 

(ii) Yes. 

(rii) Yes. But the interest allowed is discouraging. 

(fr) Service-holders generally. 

(v) Yes. By enhancing the rate of interest. 

(vi) Such competition, if any exists really, is not tangible. 

Question 3. (H) Nil. 

(Hi) They exhaust the sale proceeds of the produce by paying off 
their debts and by the rent to the landlords, and in purchasing articles 
both of daily use and also of luxury and jewellery. 

(ir) Not usually. They utilise the sirrplus money in luxuries. 

Quostion 4. (/) No cheque habit except in urban areas. 

(ii) This has generated and fostered the cheque habit to some extent. 
(Hi) Service-holders, merchants and local bodies. 

No further artificial measures need be resorted to promote the cheque 
babit. It is now only a question of time for this habit to grow up. 

(iv) Yes. This may usefully be done. 

Question 5. (i) Yes. 

(ii) Want of general education and conservative habits of the people, 

(iii) Yes. General literacy coupled with propaganda by Govern- 
ment and other bodies interested. 

(iv) No appreciable result yet on the general agrarian public. 
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Jtai Sahib Bhabes Chandra R<qr> Subdivisional Oflloer, 
Naogaon (Rajshahi). 

Part l>— Agricuitural Credit and Credit Facilities for Small industries. 

Question 1. — (a), (h) and (r). For («) and (h) the agriculturists 
generallj" borrow money (1) from rural societies where there are .su(di 
societies, (2) from mahajans, money-lenders and indigenous banks and 
loan offices. 

For (c) from the sources mentioned above as well as from Govern- 
ment in the shape of agricultural or seed loans when there is wide- 
spread distress on account of drought, flood, etc* 

{it) The rate of interest varies inversely to the amount borrowed, 
urgent necessiiy of the borrower and other causes. Where there are 
rural societies, the members may borrow at the rate of Ils, 15-10 per 
cent, per annum, but generally the (‘ultivators borrow from local 
money-lenders at exorbirant rates of interest. Usually 2 pice in the 
rupee per month is charged as interest, but sometimes this rate is 
doubled. The rural societies generally grant loans for years and 
short-term loans for cultivation purposes have not been introduced yet. 
The town banks and loan offices grant loans to mahajans for inir- 
chasing jute dtiiing the jute season at rates of interest varying from 
He. 1 to Rs. per cent, per month. If immoveable piopeiiy is mort- 
gagetl and a large amount is borrowed the local loan offices grant loans 
at annas 14 per cent, per month. Excepting hand-notes the period 
for which loan is granted is generally one year. When there is punc* 
tual payment of interest or jiart payment of the debt, the period is 
allowed to run up to the period of limitation, when a new liond is exe- 
cuted instead, or a suit is instituted in case of non-payment. Except 
in the case of hand-notes and simple bonds, security is given in the 
shape of immoveable property and oniaments. Banks and loan offices 
do not lend money by keeping standing crops as security. Petty maha- 
jans sometimes advance money by seeing the standing crops of bor- 
rowers in villages, but they do not keep the crops as security. 

It is not possible to make an estimate of the percentage of secured 
and unsecured loans to the agriculturists in this subdivision without 
preparing statistics. 

(ni) (a) Government only grant loans to agriculturists in case of 
scarcity and play very little part in agricultural finance. 

(h) There is no activity of the Imperial Bank of India in this sub- 
division. 

(c) Joint stock banks, co-operative banks, indigenous banks and 
bankers, professional money-lenders and dealers finance the agricultural 
operations of the country, the co-operative banks directly and others 
indirectly, 

{tv) The statistical account of the Bengal District Gazetteer of Baj- 
shalii district, page 10, shows that the total area under each crop in 
acres of this district is 1,202,100. Taking this as the area under each 
crop and calculating Bs. 10 per acre as the average cost of cultivation 
(assuming that the cultivators would till their own lands), the total 
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cost of eultiTation conies to Rs. l,20,21,00dt The total amount of capi*>' 
tai required for the above purposes in xhis district may be roughly 
tajxen to be 1 crore and 20 lakhs. 

(i') DefecU. — (1) Timely loans are not granted, (2) rate of interest 
charged is vei-y high and presses very hard on xhe cultivators and 
ultimately impoverishes them; (3) insufficiency of the loans granted to 
meet the pui-poses for which they are borrowed; (4) absence of credit 
facilities in villages. 

Remedies. — (T) Network of co-operative rural societies haying cash 
credit uith the central banks so that members may get sufficient loans 
at low rate of interest; (2) strict application of the Usurious Loans Act; 
(3) establishment of branches of the Imperial Bank of India throughout, 
the country offering credit facilities to the agriculturists at specially 
low rate o^ interest. 

(vi) No. When the remedies proposed above are carried into effect, 
a uniform rate of interest to w'hich all the credit agencies should con* 
form should be insisted upon. 

QlldStion 2> — H) Jute and rice are the two principal crops in this 
subdivision. In the case of jute the producers sell it at the nearest 
hat or market and sometimes farias collect the jute either at the hat 
or from the house of the cultivator. Ihe fari 's in their turn sell the 
jute to the beparis who sell it to dealers in principal markets such as 
Atrai and Naogaon where there are big jute merchants and co-operative 
jute sale .societies. In the case of paddy the producers sell it to the 
farias, the furies to the aratdars and the aratdars to big merchants who 
export the paddy to Dac(;a, Mymensingh and other districts by boats. 

The raiyat cannot hold tip his crop for a better price lor (1) his 
chronic poverty and indebtedness; (2) for pres.sure brought to bear upon 
him by landlords and creditors. 

(n) In this matter initial help and guidance must come from Gov- 
ernment and the co-operative department, sindi as building godowns at 
Centres of trade, facilities for tmnsport and concession rate in rail- 
ways and steamers. 

(Hi) There are 4 such sale societies in this subdivision; — 

(1) The Naogaon Ganja Cultivator’ Co-operative Society which is 

one of the biggest co-operative societies in India. 

(2) Atrai Jute Sale Society. 

(3) Supply and Sale Society at Naogaon of which the Naogaon Jute 

Sale Sociery forms a part. 

;4) Naogaon Milk Union, recently started. 

Hr) The raiyats require advances suitable to meet their immediate 
needs in order to hold up their crops for a better price. This he 
effected if sufficient number of co-operative sale societies are establisnea 
in the interior where the cultivators will get advances on uepositing 
their agricultural products ; the balance to be paid after the crops have 
been sold by the societies in the best market. 

No facilities worth the name exist at present. 

jfr) I have no experience of foreign trade. 

(vi) (a) During the jute season the local big merchants and dealer 
& the subdivision obtain short-tem loans from the joint stock banka 
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loan offices for their business* They send jute to the ports of the 
pwvinc© after purchasing the article from the hats and mokaius. 

(i?i) (b) The local mei*chants and dealers trading in impoiled goods 
obtain their articles from the big importers of Calcutta partly on credit 
and they generally repay their dues within a fixed pertod. The chain 
is continued down to the little shops in villages. 

(vi) (a) The rates of interest charged by the joint stock banks and 
loan offices from the merchants and dealers for the short term loans 
is generally high and the loans have to l)e re])aid within a stipulated 
time* They often exi)erience difficulties in obtaining finance which 
may be removed by establishing branches of tlie Im]ierial Bank or of 
any State-aided bank in the various trade centres ot the couinry, 
ofteiing facilities to merchants for borrowing at a low rate of inteiest* 

(vi) ih) The suggestion has good reasons behind it* 

„A concrete example is the price of jute which the cultivators get. 
Tnough Bengal hold the monopoly of jute, the Bengal raiyat is the 
least benefited by its cultivation. The j)ro<l action of jute cos:s the 
cultivator Ils. 7 to lis. 8 pei- niaiind, wher?as he sells it inoj-e <dten than 
not at a lower price as the whole market is controlled l)y the fijius and 
companies ijululging in spcculutive buying and soiling. Had the 
cultivators befui organised they could have ilemanded tVieir own prices. 
This ('an be effected only, if there be established a net work of co-opera- 
tive sale societies throughout the length and Ijreadth of the land, link- 
ed with one another under a central society. 

(rii) TIk^ banks are chary of advancing loans to jute tiade?s and 
merchants on account of the untHutain and precarious conditions of the 
market, due to the monopoly and (‘ontrol exerciscul by the foreign 
merchants and exporters. There is no monopoly in the case of paddy 
of 'which the quality is well known, but in ca>so of jute there is both 
monopoly and lack of a definite standard of (piality, which are to some 
■extent responsible for the difficulties in oldaining finance lrf>jii the 
banks. 

(riii) Erisiing facilities (pffstal rntfuey orders and insurance ), — 
Hundis in disorganised and primitive ('ondition play a very small part. 

(i.r) The defects are — (1) delay in actual remittance of the money; 
{2) unnecessary cost wdiich might have been avoided had there been a 
cheaper system; ("}) unnecessaiy movement of actual money; (4) risk of 
loss. The situation may be improved by starting banks at principal 
centres of trade through which the modem method of remitiame V)y 
cheques may be introduced. 

(rii) There are two different (dasse.s of hundis here — (1) one is 
called “Darshani’' in wffiich money is to l)e paid immediately on seeing 
it; (2) another called ^‘Muddati’’ in which there is time-limit, which 
generally extends to a month and a half. 

To give a concrete example of No. 2 — Harekristo Saha of Naogaon 
wbo eames on jute business on boiTOwed (capital, borrows Ils. 10,000* 
from the firm of Surjaniull Fiilchand of Naogaon. This firm deducts 
anna 1 tc annas 6 per cent, as batta at the lime of payment of cash. 
Harekristo Saha issues a hundi for Ks. 10,000 in favour of the firm in 
Calcutta to whom he sends the consignment of jiite. This hundi is 
called ^‘Muddati Hiindi.^' Surjamull sends this hundi to his firm 
Ramananda Lachminarayan in Calcutta. This firm gives intimation 
to the Calcutta firm to which the consignment of jute is sent of ibe 
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receipt of fhe hundi. Harekristo sends the railway receipt to the Cal- 
cutta firm which pays the money to Raraananda LWhminarayan. The 
Calcutta firm to which the jute is sent will pay 90 per cent, of the 
pri^ on receivings railw'ay receipt. The balance is paid, after side of the 
entire consignment on which a rate of interest varying from Re. 1 to 
Rs, 2-8 per cent, per month, is charged by Ramananda Lai'shminarayan. 


No stamp is affixed on manuscript hundis in 
Marwaris. Those who have printed hundis affix 

transactions between 
1 anna stamp. 

Question 3.— (i)— 

... js 

Per acre. 


Rs. 

Jute land 

300 

Paddy land ... 

150 to 200 

Rabi Clops ... 

150 

Ganja land ... 

600 


(ii) The value of land is determined by the nature, quantity and 
quality of the crops laised on it, also by the amount of rent paid for the 
land; lands paying less or no rent being valued at higher prices than 
those paying higher rents. 

In (c) the value of land is highest and in (a) the lowest. Sufficient 
publicity is not given in (lovernment auction for non-payment of Gov- 
ernment revenue. There is great trouble and ri.sk attendant on such 
sales. 

In (h) too there is trouble and risk and chance of a ruinou.s litigation 
which dimiMi.sh the real value. 


27. 

Mr. 0. M. Martin, I.C.8., Collector of Dacca. 


Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question t. — (/) Th? agriculturist obtains loans for all puiTJoses 
chiefly from private money-lenders, but a small percentage get loans 
frcin co-(.»perative credit societies. For cultivation expcri.scs, or at 
other times when he wants moderate sum of money quickly and urgent- 
ly, he takes loan from the money-lender on simple pioinissory note. 
For larger sums, whether for capital or permanent improvement or 
any other purpose, he usually has to mortgage his land. 

Only when there is agricultural calamity, such as famine or flood, 
can he get a loan from Govei-nment direct. 

(ii) Rate of interest varies (1) according to season, (2) according 
to amount of loan, (3) according to security ^ivsn and (4) according 
to locality. It varies in the wide limits, minimum being 1 per cant, 
per mensem and maximum about 10 per cent, per mensem. Rate of 
interest is higher for small loan.-;, for unsecured loans, and for the 
period just previous to the main harvest. About two-thirds :,i loans 
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ar« Unsecured and one-third secured. Co-operative movement helps, 
to lower rate of interest, which Ls usually exorbitant, even considering^ 
thia risks incurred by money-lenders, 

(/it) Government helps finance {a) by helping co-operative credit 
movemaiit and (b; by giving agricultural loans when calamities occur. 

Imperial Bank of India and Joint Stock Banks. — This is a question 
best an8\yered by bankers. Undoubtedly these banks play an important 
part behind the scenes. 

Co-operative Banks. — Useful, but operations veiy limited, and money 
is not always available when wanted, even to members. 

Indigenous Banks and Hankers finance money-lenders, mercliunts^ 
and traders mostly, not cultivators direct. 

Professional money-lenders. — The main resort of the peasant and 
other local borrowers. 

Merchants and dealers and trading (ompanies. — Very little credit 
is given by them to the cultivator. Selling of crops in advance to 
dealeis is not very (‘ommon, as regards paddy, but a little of this is 
done in the case of jute. 

(/#•) Impossible to estimate total capital required for financing the 
crop. Movement of money in banks will give only a very small idea, 

(i?) Main defects are: — 

(1) Want of seinirity for lender. 

(2) W ant of confidence between leiidci and borrower. 

if>; Want of thrift in agriculturist — he is too dilatory in repaying 
loans, even when he can afford <o repay. He als(» spends 
morney on unproductive puipos-es in thoughtless inannei*. 

<4) Demand for* iiioney becomes acute at certain times of yeaj* and 
rate of intei'vrst soars. 

Main remedies are: — 

(1) Education and propaganda among agrieulturisls. 

{2) Spread of co-operative movement. 

("1) A better class of money-lenders wanted. 

Note. — The private money-lender cannot be entirely supplanted. He fulfils a 
necessary function in a village. The lo(^l money-lender knows liis client and knows 
to whoni he can lend money ea'oly. Banks cannot know this. 

(/;/) There is (*o-ordination between Government and the co-o]H?ra- 
tive credit societies, but otherwise the lack of co-ordination is remark- 
able. I do not know how far private banks co-operate. 

QuOStiOfl 2«— (0 Grains are sold directly in the market for cash. 
Jute is sold mostly for cash to middlemen, who come round in boats at 
the end of the rains. Crops are held up for better price very often, 
but not for long. Raiyat is forced to sell in the end, after a few weeks^ 
time. But he very often sells i^luctantly, maund by maund, when 
prices are low. Bte is usually very well informed about prices and 
not easy to victimise in this way. 

(ii) Pools and co-operatiVe marketing will be useless. The present 
method of marketing is not, on the whole, injurious to the raiyat. 
What is injurious is the existing over-production of jute. 
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(tii) There are a few co-operative "sale societies in this district, but 
they are not doing- well, and their prospects are distinctly bad. The 
difficulty in their case is not so much finance, but in following the 
movements of the markets, and in aeimring really competent manage- 
ment. 

(ir) It is the middleman (whether individual, or firm or society) 
who needs financing dui’ing marketing. The middlemen are suffi- 
•ciently financed by big firms and banks. 

(r) Yes. Foreign trade requires iiui(h more capital to finance, and 
the capital is in employment for long:^r jieriods. The peculiarity of 
Indian internal trade is that huger capital is required for marketing 
only at certain times of the year. 

(vi) (h) What is mainly wanted in Bengal is some arrangement 
to limit the acreage under jute so as to secure a better return to the 
agriculturist. No banking fa<diiti?s will hold up prices if there is 
over-production. 

Himdis, I don’t know enough about hiindis to venture any opinion. 
But I think they are not very extensively used, except in the big 
commercial centivs. Th?re is great difficulty in effecting internal re- 
mittances, except by money order or sending notes by post. Extension 
of the hundi system would be good tor trade. I suggest that extension 
of the huridi system might be effected if there were more co-operation 
between private banks. Private banks might also be more ent^?rpris- 
ing in opening branches in the inufassal. 

QuestiOvt 4. — The amended Bengal Tenancy Act has hampeied 
credit to some extent by restricting the right of usufriuduaiT mortgagv?. 

The smallness and fragmentation of agricultural holdings is obvious- 
ly a handicap in establishing long-term credit institutions, but the 
more serious handicap is the uncertainty regarding rights and the in- 
evitable litigation or foreclosure of mortgage. I think that litigation 
, costs aloTK* would prevent su(*(*ess of a land mortgage bank for the 
benefit of the small agriculturist. Co-operative credit societies, 
properly organised, do not need the security of land juortgage. In 
fact, such mortgaging is not in keeping with the spirit of Ihe 
co-operative movement. 

Question 5« — No aecuiate figures are available regarding indebted- 
ness. An estimate could be obtained by intensive local enquiry in 
typical villages, by a sjiecial agency. I think agricultural indebted- 
ness is at least not decreasing. It has probably increased during the 
last few years, owing to the low price of jute, and poor harvests. 

There is no olikious way of relieving the cultivatoi*s of their in- 
debtedness. Credit facilities alon? will not be sufficient. They must 
;^et into the habit of thrift and pi-ompt repayment of loans. Propaganda 

necessary, and can best be carried on through co-oparative credit 
societies. But these societies sometimes fail in their purpose and end 
in increasing the indebtedness of the members. 

Effect of inilehtedness on agncvlUire. — liand tends to pass into the 
hands of the mahajans and other creditors. But owing to the scattered 
nature of the holdings, these creditors usually find it expedient to re- 
tolivso that the land passes back again to cultivators. It is the culti- 
vator, in the end who is willing to give the highest price for good 
agricultural land. It is therefore the scattered nature of the holdings 
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prevents the cultivator from becominiir a serf. I would empliasise 
this point. It is of the greatest importance, and is usually lost sight 
of. 


QuMtion 6r— To iinpro\’^ the econoniie condition of the agriculturist 
in Eastern Bengal, the main thing needed is to teach him to breed 
better cattle, to feed his cattle better, and to grow fodder oj*ops for 
this purpose. The Agricultural DepaHment are conducting propaganda 
on these lines, but not very effectively so far, at least in this district. 
No additional working capital is required. The more well-to-do eulti- 
vatoirs at present spend la^*ge sums in bringing cattle from up-country, 
but wonH trouble to breed or feed. Their methods of cultivation, on 
the other hand, are not bad. A cultivator knows his job all right in 
this respect. 

With small (ottage industries it is the sam?. What is wanted is 
better methods more than better credit facilities. 


Question 7. — Co-operative Credit Societies, — These are of great 
benefit, where established on proper lines. Wher-' not established on 
proper lines, they do more harm than good. An example of this is the 
movement in Munshiganj subdivision. 

The movement has spread rapidly enough, and wants more careful 
supervision and larger number of bona fide honorary workers, more co 
operative propaganda. 

The rate of interest is even now too high. I am (‘onvinced that 
with better organisation the i*ate of interest on loans could be sub- 
stantially reduced. Before this can be achieved there must be moro 
public confidence in the movement. 


28* 

Mr. 8. Basu, Bululivisional Offlceri Munshiganj, district Dacca* 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — ii) Agriculturists of this subdivision obtain finance 
both for expenses during cultivation and for capital and permanent 
improvements chiefly from village mahajans. There are also 97 co- 
operative credit societies under two central banks, with a working 
capital of nearly three lacs. Of this, the older central bank with 77 
societies is in a ver\" bad way owing to overfinancing of rural banks 
in the earlier years and the current business is insignificant. The other 
central bank started recently with twenty rural societies and a capital 
of about Bs. 20,000 exercises no appreciable influence on the credit 
facilities of this subdivision. 

In cases of failure of the monsoon and partial or total failure of 
crops, loans are distributed by Government under the Agriculturists^ 
l4>ans A«^t* Loans under the I^nd Improvements lioans Act are rare, 

{ii) Bates of interest vary seasonally and also for secured and 
unsecured loans. Loape generally taken by the agrieulturists in 
the months of Agrahayani Poush and Ha^rh (15tfa of November to 15th 
of January) meeting expenses of eultivaiion, such as the purchase 
of seeds, plough and cattle. There is a shair increase in the rate of 

13 
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interest fi-ora the month of Phalgoon. I toolc some pains to ascertain 
the rate of interest in different months for unsecured loans. The result 
is given in the subjoined table: — 



Geneial rate 
per month 
per cent. 

Kate on very 
petty loans 
per month 
per cent. 

Agraliayan 

... 2 

3 

Poush 

... 2 

3 

Magh 

2 

3 

Phalgoon 

... 3 

4 

Cluiitra 

... 5 

6 

Balsakh 

... 6 

7 

Jaistha 

... 7 to 8 

Anything up to 
IG per cent. i 


The loans, which are generally unsecured, are redeemed after three 
years. The borrower executes a promissoiy note. If he is incapable 
of paying off the debt in three years, a fresh note is executed for the 

f jrincipal plus inteiest. In this suixlivision I have never heard of 
oans being taken on the security of standing crops. 

The prevailing rate of interest of secured loan (generally by mort- 
gage of immovable properties) is 1 to l‘2b ])er cent, per month. 

In my estimate G6 per cent, of the loans is unsecured and 33 per 
cent, secured. 

(Hi) Government heliis the agriculturists with loans only when 
there is partial or total failure of «'n>ps. In normal times, it is the 
irrofessional money-lender who rules supreme in agjicultural finance, 
As 1 have already noted, the co-operative credit banks have hardly any 
appreciable influence in this subdivision. 

There is no other bank or credit facility of any other description in 
this subdivision. 

(iv) In my estimate two-thirds of the loans is applied to cultivation 
and the balance for the maintenance of the cultivator and his family 
between two harvests. 

t?;) The defects in the present system of financing agriculture 
appear to be as follow: — (1) The rate of interest is excessive for most 
parts of the year. The peasant is gradually crushed under the load 
of debt until he sells or mortgages all his properties and becomes a 
landless labourer. The interest which is payable monthly is added on 
to the principal every quarter. This increa.ses the debts hopelessly. 
(2) As it is the interest of the professional money-lender to keep the 
raiyats perpetually indebted to them, punctuality in repayment is 
never enforced. This, together with the ease with which money can 
be borrowed from the professional money-lenders, fosters in the raiyats 
habits of extravagance and is not conducive of thrift. (3) It is not 
the business of the money-lender to distinguish between productive and 
unproductive loans. Under the existing system, there is, therefore, 
ab check on the extravagant expenditure for ceremonial purpose or 
fiooial requirements, e.g., in marriages, funerals, etc. . 
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The?;e defects aie the outcome of two Sfimple facts; (1) The interests 
of the agriculturist and his financiei are mutually antagonistic. 
(2) The financier has often to lend money on very doubtful security. 
The chance of his dues proving bad debts is very great,— so much 
depends on a good crop and a good market for the same, which in their 
turn are contingent on so many dilTei*ent and fluctuating factors. 

The remedy lies in the spread of the co-operative credit moveinent. 
There is no other remedy for it. The conflict of interests between 
boriower and lender must (*ease, before any improvement can be 
effected. In the past this all-iiiiportjint movement has proceeded on 
wrong lines, — ovcr-tinancing of rural societies, slackness in enforcing 
punctual repuymentvS, and appropriation l\v the Tancbayat of greater 
portion of the loan granted to the society by the central bank. The 
Panchayat, which generally (‘onsists of madbars, who are substantial 
cultivatoi-8, often borrow money from the rural society to lend it out 
again at higher interests. It is they who again make default in repay- 
ment. The poor agriculturists, who make punctual repayments, do 
not get the l)eTiefit of a fresh loan, ai> loans are not generally granted 
to such societies by ihe central bank. If co-operative movement can 
proceed on riglit lines and if the movement is properly directed from 
tile very l)eginning under the fostering care of the Co-operative l)ei)art- 
meiit, it is in this movement that the agriculturists will find a panacea 
for all their ills. The agriculturists, moreover, have not been told 
by anybody how they can better their (condition. There is great lack 
of local enthusiasts in this movement in this subdivision. No projia- 
gaiida work on any considerable scale has even been undertaken. 

(vi) There is no co-ordination among the various credit agencies. 

Question 2. (/) There are two M^ays of marketing the produce: — 

(//) The raiyut takes small lots of 2 or d or 4 or 5 maunds of jute 
to the local hat or they sell it to p'dty f arias in small 
quantities (10 maunds’ lot). f arias deal with 

he par is; or 

(h) He sells direct to the hepari.s. Peparis deal direct with firms 
from whom they take advances. These firms grade and bale 
it and exjiort to Calcutta direct to mills. 

Those which are meant for export to Europe or America are sent 
by up-(M)untry firms to pucca balers. These pucca balers reassort and 
pack in difl'erent grades and export to America and England. The 
raiyat has got neither space nor finance to hold up the (‘roj) for a lietter 
price, although he can sell a small portion and hold up the rest for 
a limited time. 

(ii) Once this subdivision is honey-combed with co-operative credit 
societies, there are immense possibilities of co-operative effort in making 
produce. 

Each co-operative credit society may also act as co-operative sale 
society, and it may be linked up with central organisations, in the 
same way as is now the case with credit societies. But that is an ideal 
difficult to achieve in the near future. 

{iii) There is no co-operative sale society in this subdivision. 

(vi) (h) Undoubtedly the grower of produce does not get the full 
value from his produce. For^ example, the ordinary raiyat does not 
understand how the price of his jute is fixed. Often the price he gets 
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for hia jute does not even cover the espen8<js“ of cultivation. Besides, 
the operation of the law of supply and demand, the fluctuations of 
price m the jute market are largely due more to iniachievous speculation 
of the buying firms and companies. Even under the present circum- 
stances, the producer could get letter price for his jute, if the grading 
and weighment.s were stimdardised and made easily intelligible to the 
raiyat. The raiyat is afraid of selling his jute to the firm direct, where 
he can get a better price, because he says the koyal always cheats him 
in his weight which he does not understand. 

{rii) So far as the beparis of this subdivision are concerned, they 
enjoy all the l)orrowing facilities that they require from the firms on 
whose behalf they buy jute. But the Indian firms exporting jute from 
mufas.sal to Calcutta are denied facilities given to European firms by 
the Calcutta banks, l)ecause there is no definite standard gradation of 
quality and the banks in Calcutta do not accept the grading done hy 
the Indian farias. 

{mii) The post office is the only agency for internal remittance. 
Hundis aie used to a limited extent in a few commercial centres of 
this subdivision. 

(xii) There are tw’o classes of hundis, — one payable at sight and 
another payable after a week, after its first presentation. The latter 
class of hundis is more pojmlar, as it is considered more safe. The 
use of hundis is confined to a few firms only, who are known to each 
other. The public does not get any benefit out of it, tor one thing, 
sufficient fluid resources are not always available in the niufassal. Its 
use is limited by the fact that it cannot be discounted locally and is 
never accepted by middlemen, merchants or commission agents. 

(xiii) I think so. But more than this. There should be facilities 
for discounting hundis locally. 

(xv) Hundis are always sent to Calcutta and discounted there. 
They are seldom, if ever, held by middlemen, merchants or commission 
agents. 

{xvi) There are no facilities for rediscounting hundis in the locality. 
This could be done, if branches of well-known banks, having business 
with the firms, could be established in various oomniercial centres. 
The Central Co-operative Bank and the loan offices might also take up 
this business with advantage. 

Quastion 3, The ralue of land per acre for different kinds of crops 
is as follows : — 

Jute — ^Rs. 2,000 to Us. 2,500 per acre. 

Paddy — Rs, 1,000 to Rs. 1,500 per acre. 

Sugarcane, betel, ginger, etc, — Rs. 4,000 to Rs. 5,000 per acre. 

QuMtion 4. {i) Ho. 

(n) Usufructuary mortgage, by which the usufruct is enjoyed in 
liou of interest only, is not permissible under the new amendment of 
the Bengal Tenancy Act. Formerly, this class of mortgage was uni- 
versal in this subdivision. The money-lenders are unwilling to lend 
out any lai^e sum of money on any other kind of mortgage. This has 
affected the credit of the raiyat seriously. How, if the raiyat has to 
raise mosey, he has to sell his holding. Formerly too, the land passed 
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into the hands of his creditor, Imt sentiments of ownership pive him 
an additional incentive to redeem the land as quickly as possible. 

Question 6 B« Fishermen are mostly solvent. Thev hardly incur 
debt. When they do, they go to the mahajan. Small traders get 
their articles on credit from wholesale dealers with whom they carry 
on business. Service-holders and middle class gentlemen get loans 
from loan offices and mahajans. Day-lahourers can get small loans 
from mahajans. 

(ii) Service-holders and middle class gentlemen often borrow to 
nnH‘t expenses for (*eremonial purposes and for medical expenses in 
times of serious illness. 

The pievailiiig rate of interest varies from 2 per cent, per month on 
small loans to 12 annas per mouth on loans above the sum of Hs, 200, 
interest payable ([uarteily. The interest on secmred loan is generally 
25 per cent. less. 

(ir) The indebtedness among all these <‘lasses excepting that of 
fishermen is on the inc rease. 

Question 7 B. (/) Almost nil in this subdivision. 

(ii) The c‘o-c>perative banks have hardly replaced any professional 
luoney-lender in this subdivision. 

(///) The following are the causes that operate against the rapid 
spread of co-operative banks in rural areas: — 

{a) Lack of local enthusiasm among the non-official gentlemen for 
the spread of this movement. No propaganda work has yet been taken 
up. (h) Overfinancing: of co-operative societies in the l)eginiiiiig‘ of the 
movement and tlic^ evil consecpiences that have followed from it. 

(c) Keligious objection of the* Muhammadans, who c*c>nstitiite the bulk 
of the population, to acc’ept interest and consecjuent difficulties in form- 
ing co-operative credit societies. This olijection is gradually dis- 
appearing, but from in<|uiries t!uit 1 have made in many villages, I 
find it still largely exists and is a potent ol)stacle to the spread of tlxis 
movement. (fJ) Illiteracy of the people. (c) Difiieulties in getting 
reliable panchayat for managing the niral societies. 


Part I A.— Lean Offices and Joint Stock Banks in the Mufassai. 

Question 1. Loan offices or banks — 

(h) At Munshiganj (1) th? Munshiganj lioan Office, Tdd., and 
(2) the Vikrampur Banking and Trading Co., Ltd. 

Question 2. (a) Paid up capital is insignific*ant in comparison with 

working capital. This is everywhere the case. 

(h) There is a tendency to build up a reserve fund out of the pro* 
fits, but this too is insignificant cH>mpared with the working capital. 

(c) At Munshiganj, no short-term depixsits are accepted. 

(d) Intermediate deposits are common here. The deposits in the 
loan offices here are for an indefinite period, but they are withdrawable 
on three, six or twelve months’ notice. 

(e) liong-term deposits are rare. 
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Question 3. (/) (1) Deposit — ooe year’s notice — Rs. 6-12 per cent, 
per annum. 

(2) Deposit — 6 months’ notice — Rs. 54 per c?ent. per annum. 

(3) DepOvsit — months’ notice — Rs. 4-14 per cent, per annum. 

(4) Deposit — 5 days’ notice — Rs. 4-8 per cent, per annum. 

(5) Floating deiK)sits — Nil. 

Interest is payable quarterly. 

If no interest is actually withdrawn, it is added to the principal 
of the deposit. 

(//) The deposits are foi* an indefinite period, withdrawable on one 
year’s, six months’ or three months’ or five days’ notice. 

Question 4t (a) Funds are rarely invested in (Tovernment or other 
marketable securities. Recently they have invested a small portion in 
th.* puj'chase of Postal Cash ( -ertificate. 

(h) lioans against immovable property (mortgages) account for 
almost half of the loan offices business. 

(c) Almost nil. 

(Vi) liOans on personal security, on hand-notes, jiromissorv notes, 
etc., form a most important part of the business of the loan offices. 

(e) Loans against jewellerv do not prevail in the loan offict^s. 

(/) Nil. 

Question 5< (/) lioans are granted for an indefinite period. The 

loans are taken by iniddle-dass gentlemen and seivice-holders for the 
following purposes: — 

(1) Education of children in colleges. 

(2) Meeting extraordinary expenses in ease of serious illness in 

the family. 

("V) Marriage, funeral and other so< ial functions to keep up prestige 
and appearaiu^e in the society, sometimes even for the per- 
fcrinance of pujas. 

(4) Petty zamindars often incur debts to pay Government revenues. 

The rate of interest varies from Rs. 2 per cent, per month to annas 
12 j)er month according to the amount of the loan. Loans above 
Rs. 1,060 are always (’barged interest at 12 annas centum per 

month. Interest is payable (luarterly. 

(//) Compound interest is seldom eharged. There is, however, a 
penal claust^ in the agreement for charging compound interest in case of 
default in the regular payment of quarterly interest. This secures 
punctual payment of interest without which the loan offices cannot pay 
interest ac(*ruing on the deposits. 

{Hi) No. 

{iv) Loans are ostensibly granted for a period of 3 to 6 months in 
case of simple lK>nds and one year in case of mortgage bonds. There 
is always a clause to this effect in the deeds. But the bond is really 
reiieweci fioni time to time to .save limitation. So long as interest is 
punctually paid and the party is .solvent, repayment of principal is 
never insisted upon. Loans are, therefore, for all practical purposes 
for an indefinite period, subject to the condition of punctual payment 
of quarterly interest. 
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Quastion #• (?) Tliese institutions do not f^enerallj*^ jorrant loans to 

agriculturists, but occasionally small loans are granted, when the 
parties are well-known to the »Secretary or to a Director. But mahajans 
carrying on business exclusively with the agriculturists sometimes 
take loans from the loan office in times of financial stringency. 

(ii) So long as the loan offices are conducted on the present lines, 
these institutions, in my oi)inioii, are most unsuitable as a credit instb 
tut ion for the agriculturists for the following reasons: — 
fl) Agriculturists’ demand for loans is seasonal. 

(2) They generally depend on one harvest for rejiayment of loans 
and interest. This harvest being of doubtful <*haructer, 
loan offices are reluctant to invest money on it. 

(8) Collection of interest and primupal from the agricmtlurists 
entails troubles. A large staff has to be maintained. Re- 
course to law courts will be frequent and (M>iise(iuent law 
expenses will be licavy. 

(4) Ijoan offices depend on deposifs. It is vital for their existence 
that interest on deposits should he paid punctually. If 
large business is done with the agriculturists, it will be 
most difficult for them to meet tins important obligation, 
in case of a partial or total failure of crops or a slump in 
the market of the important produce. 

Question 7. (i) No. 

(n) The loan offices are shy of extending their business, due mostly 
to ignorance of the men running the institutions. As many-sided busi- 
ness will require a larger staff, they are doubtful whether suttioient 
profits will accrue on any new brunches of business to just if such 
extension. 

Question &■ {i) There is no definite proportion. 

{ii) Rupees 17-8 per cent. 

Question 9. (/) Accounts are kept according to the old Bengali 

system. A (rash book, a personal ledger, a personal ledger for the 
depositors, a pass l)ouk for the depositors, depositoi's interest account 
and dividend account and different subsidiary books for general exjieuses 
of the whole V)usiness are inaiiitained. 

(ii) Yes. 

Question 10. It will be very useful, but Government control either 
in audit or supervision will be unpoiiular. A federal bank, for co- 
ordinating the activities of the constituent banks and for bringing it 
in touch with the general money market, for giving them directions 
for extending their business and for exploring avenues for profitable 
investments of the surplus capital in their hands will enhance their 
utility and they will be able to serve the wider interests of commerce 
and industry. But any move for federation should come from the loan 
offices and banks themselves. 

Quastion 11. Yes, as explained above by federating into a central 
banking institution. 

Quastion 12. There has been no such failure in this district 
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jMr. fti N* Chatterjee, 8ubdivisi0aai Offloarp Sadar (South), Dacca. 

I^art i.~Agricttltural Credit and Credit Facilities for Small Induetriee. 

Question 1.^ — (/) (a) The members of rural (*o-operative banks ob- 
tain finance for expenses during cultivation by borrowing from their 
respective banks. Others borrow money from professional money- 
lenders, indigenous banks and loan offices. 

(h) Same as above. liOan is sometimes given by Government under 
the liUnd Impiovements Jiouiis Act, Imt tlie instances are necessarily 
few. 

(c) llent, etc., is paid usually after the harvest by selling the crops. 
Money is borrow^ed from the lairal co-operative l)anks by the members 
and from private mone>-lendera by others at the time of distress. Gov- 
ernment also assist agriculturists by granting loans under the Agri- 
culturists’ Loans Act w^hen occlusion arises. 

(it) The rate of interest charged by the rural co-operative banks ‘is 
16 per cent, to 18f per cent, per annum. Professional money-lenders 
charge interest at rates vaiying from 1 per cent, xo 10 per cent, per 
monih. liand or standing crop or both are mortgaged as security. 

Percentage of secured loans may be 25 per cent, and unsecured 75 
per cent. Interest for secured lo*ans is generally less than unsecured 
ones. 

(in) No part is played in agricultural finance by the Imperial Bank 
of India. The part played by (ioverninent, co-operative, joint stock 
and indigenous l)anks has been illuminated in my jejily to question (i), 

(r) The present system is most unsuitable. The agriculturists are 
being mercilessly exploited by uns(*rupulou.s money-lenders who lend 
money at usurious rates. The remedy probably lies in the extension 
of the system of co-operative Imnking. 

‘ (r/) There is no co-ordination among the various agencies. 

Question 2. — (i) In the case of jute, advance of money is sometimes 
given to the raiyats by the dealers who thereby secure to themselves 
the exclusive right of obtaining the produce at ihe prevailing price. 
Others bring the produce to the firms direct. Grains, ]>addy, pulse, 
etc. are bnniglP bv the cultivators directly to the mart and sold to 
(middlemen) or mertdiants themselves. 

The raiyat is q^uite unable to hold up his crops for a better price 
because be is heavily involved in debt which he repays by selling the 
produce. The dadans advanced by the dealers is another impediment. 
Besides, he has got to maintain his family. 

(it) There are possibilities of forming pools and co-operative effort 
generally in marketing the produce. Effective propaganda work is all 
that is necessary to attract capital by making the scheme popular, 

(tii) There is a co-operative sale society at Narayanganj, but none in 
this sulKlivision. I understand it is working well. It has established 
its mark in the market. It is affiliated fo the Bengal Wholesale Co- 
opertitive Society at Calcutta which is the eentml organisation. 

(h) At present there exist practically no credit facilities for the 
financing of products during marketing except for those persons who 
are members of a rural bank. These people too rarely avail themselves 
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of tho facilities for obtaining a better price. To give the agriculturiMsi 
sufficient credit facilities for the marketing of tfieir produce/ suffici- 
ent number of co-operative sale societies should be established. t 

r (r) As between internal trade and foreign trade, the only differeuce 
in regard to such fac ilities is that the co-operative sale societies dealing 
with products to be exported, e.g., jute, must necessarilv i^equii'e larger 
capital, because these will have to deal with influential and well-or- 
ganised firms. 

(r?) (f)) The prevailing practice of speculative buying and selling 
by firms dealing in export trade and the control of i)rices by these 
bodies undoubtedly operates to the detriment of ihe genuine interest 
of the growers. I am not ready with facts and figures, but it is quite^ 
apparent that the constant endeavour of the contracting firms must be 
to keep do-wn the prices below* the contra(‘t level regardless of tlie 
condition of the (*rop and its outturn. In the lesulting fight over ihe 
prices between the firms and the grow'ers of the pioduce, the latter, 
being ill-organized and therefore ill-equipped wuth means of resistance^ 
are necessarily the worst sufferers. I cannot stiggest any panacea for 
the existing evil. But I believe, the organization of co-operative sale 
societies and through these bodies, an effective control over tuiltivation 
of different crops by assessing their probable demand in advance, if 
possible, may to some extent ensure a l»etter rettirn to the growers. 
In other words. produ(*tion sliould proceed on a moix> scientific basis. 

iriii) The Jahaiigirnagar Traders’ Co-operative Bank (leals wdili 
hnndis at the rate of 2 annas per cent, which can be (ashed at the 
Bengal Provincial Co-operative Bank. 

Question 3, — (/) Value of paddy land is Rs. cSOO per acre and that 
of jute land, Rs. 2,000 per acre. 

The value is different in different parts of the subdivision and the 
fa^dors affecting the produce are the nature of the soil annual outturn, 
the situation of the land, i.e., proximity to (he l)uyer\s house or lam? 
or to a mart, etc. 

The value given is the value of land in purchase by private 
negotiation only. 

Question 4* — (i) There is no legal impediment to iiiortgage of 
land and agiicultural bolding. 

(in Thei^ are mortgage banks (known as lioan (Companies) for (be 
pmvision of Ic ng-term credit. They are registered joint stock (com- 
panies. The capital is raised from shares offered to the public, and 
also from deposits. These lend out money on mortgage and carry on 
business on the same lines as the private money-lenders. Small and 
fragmented holdings are accepted in mortgage. 

(m) Land mortgage co-operative credit societies should be establish- 
ed and money obtained from deposits and loan from the Bengal Pro- 
vincial Bank. The lamllords ami the tenants wnll be e(|ually benefited 
by the sscbeme. 

Question S< — (v) The debt is largely due to professional money- 
lenders. 

(vi) The needs are too large to be met by loans from the Govern- 
ment under the Land Improvement Ijoans Act or Agriculturists’ lioans. 

Act. 



There are 2 classes of itinerant money-lenders, Kabulis and 
Marwaris. Kabulis lend inoney at an exorbitant rate of interest e,g., 
2 annas per rupee per month. Marwaris lend inoney at the time of 
cultivation and take the produce or charge interest. The interest is 
anna or 1 anna per rupee per month. 

(r) It was reported to me that one Atash Ali of Khirati village 
look a loan of Ils. 100 from a local mahajan named Sadhu Chaiaii Pal 
of the same village on interest of 1 anna per rupee per month to be 
repaid after ii years. The money-lender sued the borrotver for Rs. 325 
including principal. His propeily was going to be sold, fortunately 
he was a member of Khirati Cr>-operative Society and borrowed Rs. 25 
for purposes of cultivation. As soon as the >So(*iety found that his 
property was going to be sold, the Comniittee thought it their duty 
to rescue him from the ( lutfvhes of the mahajan and issued a loan of 
Rs. 325 and paid to the mahajans. The member stated before the 
Co-operative offi(‘er that he paid interest of Rs. 40 and Rs. 35 on two 
occasions which were not credited and .no receipt was given to him. 
The money is lost. I understand from the Co-operative officer that this 
memV>er has liquidated major poHion of his loan taken from the Society. 

(.rf) The Usurious Loans Act is not being availed of to a large ex- 
tent, as there is no fixed standard rate of interest and the decision of 
a case depends mostly on the temperament of the judge. A fixed stan- 
dard rate of interest may prove helpful. 

(mi) Vide above. 

{riv) I understand that ea(*h co-op(*rative soi.iety makes a survey 
of the memliers’ needs and necessities in order to ascertain normal 
credit, and then ivssues loans to meet their requirements, e.g., for Oie 
purchase of seeds, ploughing of lands, weedings, cutting of crops, etc. 
These advances are called short-term loans and are rejiaid a (ter the 
harvest. This is a good method of getting loans for genuine purposes 
iind cultivators are cajrable of repaying after harvesting. So I recom- 
mend that intensive jri’opaganda be made to create atmosphere favour- 
able to the establishment of cooperative societies in every village. 

(rr) Ea(*h inaund of paddy brings 5 to 6 seers in excess for a loan 
of 6 months. No other interest is paid in this society. 

The lo(‘al Co-operative officer informed me that liefore the co- 
operative movement came into existence 30 per cent, of the cultivators' 
landed property were sold for mahajans’ debts and passed awav to 
mahajans' band for non-payment of debts with high interest. Some- 
times the cultivator-s became tenants-at-will for repayments of maha- 
jans’ debt. But after the co-operative movement came into existence 
the percentage has come down to aliout 8 to 10 per cent, as can l>e had 
from the available figures of Registration office and Munsiffs' courts. 

(.rrn/) I think the process take.s away incentive from the farmers to 
produce more and in an efficient manner. 

Question — (i) Subsidiary industries of this part are as follows: — 

(1) Baskel-iiiaking. 

, (2) Guivmaking from sugai*cane. 

<3) Garden pj oduce. 

(4) Rearing of cows and producing milk. 
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These are done at the leisure of the cultivators who desire supple- 
mentary income from these industries, 

(ii) The cultivators can form co-operative societies for the above 
industries and can sell their products or finished Roods at a higher 
price throug^h co-operative organisations. For examples; — 

(1) A basket-inakinsr s<K‘iety can sell its products at Calcutta 

thiough co-operative agency. 

(2) (Tinvmaking from sugart'ane, to mahajans of llangoon through 

co-operati VC agency . 

(3) Vegetable products, to places wliere there is a high deinand 

by ( ‘( ) -ope r a t i v e age ncy . 

(4) Milk, through co-operative milk union. (The Co-operative 

Milk So(‘iety in the town of Dacca is doing very good work.) 

(///) In tile above industries they (‘an utilise their spare time 
during off seasons. Furtlier, they can form a labourers’ c(M>j>eraiive 
society aiuongst them and can utilise their re(:‘,ess time as ( (K>lies in 
road repair work and for excavating tanks, etc., and also in jute firms 
where a large iuiml)er of ujy-eonntry coolies are iin polled. Some 
plan for the development of ( ottage industries organised on cooperative 
basis can possibly be devised to give eniployment to (ultivators 
during recess period, e.g., ro}>e-making, button-making, etc. 

(fr) aiul (?;) Formation of co-operative societies will enable them 
to have sufficient working capital. 

Question 6 A. — (1) By means of raising shai'es from the public or 
from amongst the organisers and by borrowing from money-lenders. 

O’i) There' are co-operative industrial unioiivS that help such 
industries. (Jovernment should help these co-operative unions with 
loans free of interest or hy charging a small rate of interest for 
encouiagement of such industries. 

Question 6B. — (/) They generally borrow from mahajans and loan 
offit^es. I understand that there are some co-operative town banks 
and employees co-operative societies. The number of such societies 
is about 20 amongst different workers in Dacca cuty. There are 2 or 
3 fishermen’s co-operative societies. They raise share (Capitals and 
deposits from members and non-members and issue loans to members. 

(ii) In the alKiveinentioued co-operative societies the rate of interest 
is Ks. 9§ to Rs. 12 per cent, per annum. In loan office and private 
mahajans it varies from Rs. 3-2 to Rs. 121 per month per cent. 

In the co-operative sof ieties there is no diffeieme in the lates for 
secured or unsecured loans. But the loan offices and private maha- 
jans charge higher rate for unsecured loans than for the secured 
loans. 

(nf) They should start co-operative societies and raise shares and 
deposits and Government should help these organisations by granting 
loans for a fixed period free of interest during the incipient stage on 
the security of the reseiwe liability of shares held by them. 

(iv) The indebtedness of the middle classes and non-agriculturisis 
is daily increasing owing to bad economic condition of the country and 
resulting unemployment. 
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■ Qll0SttOffl 7«— -The Imperial *BflUik viel^ sympathy the growthi 
of the co-(^peiative bari^ a»d' assists them materially when occasion 
arises. But the attitude of : join^t stock and indigenous banks towards 
the co-operative banks is one of uhconi promising hostility inasmuch 
as the interest of the former concerns is prejudicially aflfected by the 
attractive rate of interest unusually offered by the co-operative bodies* 

(//) Co-operative societies having already established their reputa- 
tion as sound business concerns are getting sufficient deposits and they 
experience no difficulty in financing rural societies and their members 
for long and short-ierin loans. As for example, Dacca Central Bank 
has got more than a lakh of rupees dejKisited in the Provincial Bank 
in current dei>osit and ihey do not now accept deposits on higher rates 
than (U per cent, per annum as they have money more than what they 
require. 

(///) It is not possibk* to give estimate. But T understand that 
each Central Bank excepting Dacca Central Bank requires money of one 
to one and half lakhs per year. 

There are two Central Banks in Sadar area. 

(iv) and (v) No sucl\ case can be reported. 

(r/) Co-operative movement may lie furthered 1>y the adoption of 
the methods mentioned in the (juestion and also by affording* facilities 
to the co-operative banks to issue cheques on other ((voperative banks 
on the guarantee given by the Bengal Provincial Bank. The It. T. R. 
proceeding should also he simplified in the case of (*o-operative societies* 

Question TA^ — (/) Yes, all depositors of co-operative s(x*ieties should 
have loans fjom them on the security of fixed deposits. 

(//) It is not necessary to relax the provision of the Act. 

iiii) No harm if with the permission of the Registrar as permissible 
» by co-operative rules framed by (lovernmeiit. 

(r) Central Bank has not yet made any remittance of money from 
one place to another in my area. 

At present they credit money in lo<^al treasury and take R. T. R* 
or credit money in hK-al lmi>erial Itank arul take cheque and send them 
by registered post to Manager, Bengal l^rovincial Bank, wlio (‘ashes it 
there. 

Quostiun 7B« — (/) For the organisation of co-oj)erative societies in 
my area the rate of interest has been lovrered by the mahajans to 
floine extent* IMie money market is easier than before. The cultiva- 
tors are liquidating their outside HabilitievS by taking loans from 
g(wieties. They are working in <^o-operation and show a tendency of 
increase. It has been i^epoited to me by the Co-operative Office^ that 
mahajans are (charging the same rate of interest in some areas as charged 

(‘O-opei’ative societies for secured and unsecured loans without any 
difference. 

{ii) No concrete instance is available excepting above report in 
paragraph 7B* 

(m) The oultivatoi-s are at first very much afraid of a new enter* 
prise or scheme biought before them. 
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The principal cause op<ir«tiing a^alir^t • tlie spread of co-opeiwuiie 
movement in rural areas is the illitevacjp;«»Qf fbe cultivators. 

(1) Free primary education is necessarj'.' 

(2) Propaganda work is essentially necessary for spreading to- 

ojwrative movements. 

(3) The ai'ea of operation of each Central Bank should be limited 

to one police-station so that they may deal with all the 
A'illages under it. Thus one Central Bank will he neces- 
saiy in each thana. By these measures the spread of co- 
operative societies will be stimulated. 


Part iA. — Loan Offices and Joint Stock Banks in the Muffassal. 

Question 1i — Loan offices af Dacca: — 

(1) Dacca Loan Office. 

(2) Zamindary Banking. 

(3) Ea.sf Bengal Central Bank. 

(4) Commercial Bank. 

(5) Dacca Bank. 

(6) Dbankura Khalil Bank. 

Question 2, — Seventy-five per cent, deposit money and 25 per cent, 
share money and reserve fund in each institution. But in Dacca Ix)an 
Office major portion of the working capital is shares and reserve 
fund. 

Question 3a — (i) Six per cent, for G months’ notice of withdrawal 
in Dacca Bank. In other banks 5 to 7 per cent, for 6 months’ and 1 
year’s notice of withdrawal. 

(tV) Two years is the louge.st period. 

Question 4a — («) Ninety per cent, of the loans are given on mort- 
gage of immovable properties. 

(h) Only comniereial banks lay out money for industrial concern. 

(d) Ten per cent, in some loan offices with personal sureties loans 
are issued. 

(e) In very rare case loans are issued on the security of jewellery. 
Poddars are ^oing this business. 

(/) Nil. 

Question Ba — (t) No difference in rates for the term of period of 
repayments. 

(tt) Compound interests are levied for default and it is realised at 
the time of collection. 

(m) No. The interest is deducted at the time of issuing loans by 
poddars and private persons. Those are called muddati bundles for 
certain period. 

(tv) No steps are taken till the time of limitation comes. 
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^flstion 6.— (i) They issue loans to cultivators without knowing 
about any special circutnstances, in the same way as they usually lena 
money to others. 

(ii) No. Their purpose is not to encourage agricultural improve- 
ment. 

Question 7. — (r) Nothing. 

(ii) Nil. 

Question &• — (?) There is no fixation of limit of carrying to reserve 
fund. It is according to the sweet will of boards at a meeting. 

(ii) Generally miniinuiu 12J per cent, to 25 per cent, in last 5 years. 

Question 9. — (/) In some banks in Englisli and in loan offices in 
Bengali. One cash-book and several ledger account books are main- 
tained. 

(ii) It is essentially ne(;essary to prescribe uniform system for all. 

Question 10. — It is not possible to organise a federation of <such 
institution as they will not favour the iflea unless (hey are compelled 
by law. 

Question 11. — 'i’hey ore not prepared to finance trade and agricul- 
ture owing to fluctuation of market for trading and failure in agri- 
cultural crops. 

Question 12. — Ihe Dacca Bank is in a moribund condition owing 
to mismanagement. 


Part II. — Indigenous Banking. 

Question 1. — Poddars and private ]>ersous are doing loan business 
and issuing loans on (be personal security and pledging jewelleries. 

Some are doing hundi business. 

Question 2. — No definite informations are available. 

Question 7. — (?) Owing to the failure of one indigenous bank the 
faith of public has been shattered. 

(ii) No. 

(Hi) They should register their business before they take up work 
and publication of their balance sheet is necessary. 

(iv) No, They deal according to their own convenience. 


30. 

Mr. 8. Saiamatuilah, Subdivisional Officer, Sadar (North), Dacca. 

f^art I.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (?) (a) The agriculturists in this district obtain loans 
fpr cultivation purposes by Imrrowing from small money-lenders at a 
very high rate of interest to be repaid in the next harvesting season. 
In several cases loans are repaid in kind either in fixed quantity or at 
a fixed rate of tbe produce. 
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(h) Improvements of permanent nature are very rarely ivuule. They 
are made by loans generally on simple mortgage at a high rate of 
interest. 

(r) Needs of this kind are oidinarily financed by loans whiidi are 
veiy difficult for repayment. The local small money-lenders look more 
for the land mortgaged than for anything else. In a few years the 
loans swell to a great extent when the (leditors sue the debtors and get 
the lands in execution of the decree. 

(it) The rates of interest in ( ases ia) and (r) vary from 50 per cent 
to 100 per cent, and in cases (h) up to 50 per cent. 

(Hi) Professional money-lenders and co-operative central or lural 
banks, where they exist, play an important part in agrii ultural finance. 
Government banks do not lend any help under ordinary circumstances 
in such cases. 

(iv) No estimate with any measure of accuracy is possible. There 
are not many rural ( o-opeiative societies in this subdivision. Small 
loans given by lo(*al money-lenders are not advancetl l)y registered 
bonds where they are repayable in kind. 

(r) Existence of unscrupulous money-lenders in large niimhers and 
their greyed bo* dm binds ihe debtors, their natuial tendency to" 
exploit tliein as muem as possible, difficulty in obtaining loans from 
big and fair minded money-lenders are among the main defects in the 
present system of fiiiame. Agricultural indebtedness is sometimes 
responsible for the agriculturists’ inability to obtain loans on fair and 
reasonable terms. Expansion of the existing central and niral eo- 
o]>erative 1>anks, opening up of very large number of these banks, 
co-operative sale societies, tiansport facilities, mass education are among 
the best remedies. 

(ri) There is co-ordination among the various <‘redit agencies. 

Question 2. — (/) Crops are oidinarily sold in bu al hats in small 
quantities by the j)roducers to the middlemen as well as to the consumers. 
The middlemen carry on export trade in large ([uanlities. Prodm^ers^ 
in a great majority of (;ases, are unalile to wait for higher pri(‘es <m 
account of povei-ty, indebtedness and want of storage and iransj)oit 
facilities. 

(ii) At present wants and needs stand in the way of forming pools. 
Want of transport facilities as w’cli as capital are also great factors 
in the way of co-operative efforts in this direction. 

(rii) There is no such society in this subdivision. 

(t’r) The existing credit facilities for financing products during 
marketing are virtually nil, so far as the producers are concerned. 
As regards middlemen, capital is obttiiiied by loans wdth or without 
security. Want of transport and export facilities again is a great 
drawback. 

Question — (i) and (n) The landlord’s right of pre-emption is 
a legal impediment to mortgage of lands. This is more so in the case 
of small land-holders than in tlie case of big zamindais. I do not 
think that the right of pre-emption conferred under the amended Ben- 
gal Tenancy Act has affected the credit of agriculturi.sts to any great 
esleut. 
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(Hi) The smallness of holdings is in the way of establishing lon'g> 
‘term ci-edit organisations to a very grea: extent." 

‘ (i;v) No. 

{v} Does not arise. 

(vi) liond mortgage banks should advance loans to the land-holders 

tind tenants on moderate rates of interest payable in the han'estittg 
.season. The tenn of such loans should be as long as possible. 

(^^tn) Yes. 

(m) Yes, for principal at least. 

Question 5«— (t) No. 

(ii) By local enquiry as well as enquiiy in the Registry office. 

(vn) To a veiy small extent. 

(um) No suggestion. 

(ia;) Kabulis advance loans either in cash or by supplying woollen 
clothes without document and realise the price in cash. i 

(^) No. 

{.tiv) Foriiiation of co-operative .seed store socieries in large numbei'S 
and greater facilities for distribution of seeds from Government farms 
•or seed centres are necessary for this. 

(.rv) I do not know. The rate depends on many things, viz., deb- 
'tors’ need and poverty and nature of security. 

(,Tvii) Yes, I think so. 

(irviu) Yes, to some extent. 

Qutttion §■ — (t) There is practically no allied or supplemental^ 
industry carried on by agriculturists in this subdivision, 

(ii) Does not arise here. 

{iU) Jute spinning, weaving, dyeing, daily farming, etc., will lie the 
Tiest enterprises for the agriculturists during the spare time, 

(iv) Loans on good security, personal where sufficient, and landed. 

(v) Co-operative banks, and land mortgage societies. 

Question 6B< — (i) Money-lenders and other money lending concerns. 

(it) For 'fooding, clothing, marriage and other expenses. These 
people mn get loans on a fairly moderate rate of interest on personal 
-eecurity. 

(Hi) Co-operative banks and indigenous hankers are helping these, 
people with finance. Formation of officers’ co-operative societies 
trade unions will be of great help. ‘' V'v^r 

(tv) On the increase. 

-..WS . 

Mr* Mtniwn CIUMMlra Cheshy SuhdiYisioiMil OfltoMr, 

IParJ l«-^Agrieifttttril Orudit mkI CreiRt FaoHitlis fw iMiatl tndipttr^ 

QuuitiOH t» <»)y (a), (h) and (e) The agrienUnrists living in the 
•sricinity of the town obtain finance generally from the loan offices and .. 
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ibbse living in rural areas from private money-lenders, and from co- 
operative credit societies, where the latter have been establislied. ^ 

(ii) Loans, are taken generally for a period of three years when they 
are taken from private money-lenders and loan offices. The rural co- 
operative societies lend money to their members at an interest of 12^ 
per cent, payable within a year and to the people in general at a rate 
of 15 per cent, per annum payable within three years. Tlie rate of 
interest charged by the loan offices varies from Re. 1-2 per cent, to 
Rs. 3^ per cent, per month and that charged by the private money- 
lende^B varies from Rs. 2 to Rs. 9 per cent, per month. The securities 
'^dina^ given and accepted are standing crops, land and ornaments. 

" The proportion of the secured loans to unsecured ones is approxi- 
mately 25 to 75. 

(in) As far as this subdivision is concerned the majority of the loans 
are obtained from professional money-lenders. Merchants, dealers and 
other organisations, mentioned in answer to question 1 (/) (a), (b) and (c), 

, play very small part in financing agriculturists they are generally 
Established in towns and suburbs and hence are uimpproacliable to the 
people living in the interior. 

(tv) No estimate is possible. 

(r) The defect in the present system of financing the agriculturists 
seems to be that there is nothing to put down the exorbitant rate of 
interest demanded by the professional money-lenders. When the mon- 
soon fails, the cultivators, in this part of the district, are fa(‘ed with 
immense difficulties and they borrow money at any rate of interest 
demanded by the money-lenders and in many cases these debts bring 
about their ruin. Fixation of the rate of interest by law might be 
remedy but it has one great danger. The money-lenders in tlmt event 
enter into a secret understanding not to give any Joan at all, in which 
erase the distress of the people will be all the more acute. The estab- 
lishment of co-operative societies in the interior may solve the problem 
to a certain extent. 

(vi) No co-ordination among the various credit agencies prevails. 

QllOStion 2. (x) The principal crops of this subdivision are jute 

Imd paddy. As regards marketing of jute, the raiyats getting sufficient 
quantity of jute in the interior bring their produ -e to the subdivisional 
ni^adquarters or to other places of business where agents of jute com- 
panies, such as R. Sim & Co., Ralli Bros. & Co., have got their 
offices of purchase- The raiyats who get a small quantity of jt!te sell 
their produce to Pharias who go to the interior for purchasing jute. 

again sell their jute to the aforesaid agents of the different 
It is also in practice here for the poor and needy cultivators 
to sell their jute in village bazars in small quantity such as 10 seers or 
6 seers to enable them to purchase their daily i:eces8aries. Paddy is 
generally sold at villages. Very few of the raiyats can afford to sell 
paddy after keeping in store the quantity required for their annual 
consumption and it is only the very well-to-do persons who can keep their 
surplus paddy till the market value rises as the majority of the raiyats 
art very poor and they are quite unable to hold up their crops for a 
beftezv price because they have to clear up their debts and other liabilities 
by Ihe sale of crops, 

(«t) There is very little possibility of forming pools in rural areas. 
It requires^ honest workers with organising capacity and it will hardly 

i ■ ,.14 
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be possible to get sucb men. Co-operation in marketing necessitates 
4he holding up of crops for better prices which the needy people of this 
poor subdivision will hardly succeed in doing. 

{Hi) There is a co-operative sale society in the headquarters station 
of this subdivision. It is constituted by a number of members, one 
secretary and one president. It is linked to the local central co-opera- 
tive bank, and is financed by the Imperial Bank of India. The society 
has not yet completed one year and no practical difficulty is being felt 
in obtaining sufficient funds. 

{vi) (a) Merchants get their supply of raw materials for export from 
villages througli their own agents and Pharias (purchasers from the 
cultivators). Import articles are sent to distributing centres and con- 
sumers through intermediate dealers. 

(ft) The suggestion made in this question seems to be true. It some- 
times api»ears that the agents of firms and companies, dealing in the 
export trade, stop buying of jute whenever there is tendency towards 
increase in the buying rate and very few of the producers can in‘that 
case wait for a better price. This cannot be remedied unless the pro- 
ducers are sufficiently solvent. 

(viii) and (ix) Issue of telegraphic transfer ciders and supply bills 
by the Imperial Bank of India upon treasuries and sub-treasuries are 
the existing facilities available to the public. There is no defect in 
the present system and there is no suggestion to make. 


Part lA. — Loan Offices and Joint Stock Banks in the Mufassal. 

Question 1. (ft) There are four loan offices in t his subdivisional head- 
quarters, viz., Netrakona Loan office, Gouripur Loan office, Palli Mongal 
Loan Office and Model Bank. As all the loan offices except tlie Netra- 
koua Loan office avoided replying to our queries, the information 
regarding only the Netrakona Loan office is furnished below as far as 
possible. 

Question 2. {a) Rs. 11,599. 

(ft) About Rb. 13,000. 

(c) Rs. 17,714. 

(d) Rs. 9,100, 

(e) Rs. 4,500. 

Question 3> (t) Fixed deposits from 8 annas to 12 annas. 

P. C. current deposit 3 annas per cent. 

(m) For five years. 

Question 4. (a) Cash certificate Rs. 750 face value. 

(6) Nil. 

(c) Cannot be ascertained. 

, (<f) Rs. 66,820. s 

(e) About Rs. 800. 

</) Nil. 
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■ Qirastion 5. (i) Same rate for loans of all purposes. 

(w) Nil. 

{in) No, a concession is illowed in cases in which the interest is 
paid in advance. 

(iv) Money is lent under ordinary legal limitations. 

Question 6. (i) Yes, for all purposes, i.e., family and agricultural 

purposes. 

Question 7. (i) No. 

(ii) No. 

Question 8« (t) There are no fixed rules. Generally a half of the 

profits is taken as reserve fund. 

iii) 1330 B.S.— Rs. 20 per cent. 

1331 B.S. — Rs. 25 per cent. 

1332 B.S. — Rs. 30 per cent. 

1333 B.S.— Rs. 35 per cent. 

1334 B.S. — Rs. 40 per cent. 

Question 9. (i) Double entry system is in force. A uniform 

system of accounting and balance sheets is desirable. 

Question 10. It would be nice if these banks were federated into a 
central banking institution but the private banks do not seem to agree. 

Question 11. If a moderate rate of interest is charged by the loan 
offices as is done in cases of agricultural loans these banks may be of 
great help in financing trade and agriculture. 

There was a failure of bank in this subdivision owing to mismanage- 
ment by the managing authorities and the consequent loss of ])ublic 
wealth. 


32. 

Rai Sahib A. C. Chatterjeo, Sadar Subdivisional Offioer, Faridpur. 

Part i.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (?) The agriculturists of this district have generally 

(to rai.se loans from private money-lenders for expense of cultivation, 
(b) for purchasing plough cattle, agrituiltural implements, etc., and 
for permanent improvements of their land and also (c) for special 
needs, i.e., failure of monsoon, revenue, rent, etc. There are a few 
central co-o]>erative banks and rural credit societies. (4 Central Banks 
and 204 rural societies affiliated to the Faridpur Central Bank) in this 
district but they can finance only a small percentage of the agricul- 
turists. 

(ti) The rate of interest varie.s from 12 to 40 per cent. Loans are 
taken generally for six months to one year and the security for such 
loans is generally landed property which is hypothecated with possession 
for a certain number of years on condition that the loan will be repaid 
with interest after the end of the stipulated time. These hypotheca- 
tions are sometimes made by registered usufructuary mortgage bonds 
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and sometimes rerljall// In nty opinion about 80 per cent. tie 
figriculturists have to incur debts. 

(in) When there i« acute and extensive distress due to drought, 
floods and other agricultural calamities loan is granted by Government 
to agriculturists under the Agriculturists’ Ijoans Act. This loan is 
given in the Oopalganj subdivision of ^is district almost every year as 
agricultural or other natural calamities generally occur every year 
there. Imperial and Joint-stock Banks do not operate here and, so 
far as I know, they do not finance the agricmlturisfs anywhere. There 
are a few co-operative banks and credit societies. The Central Banks 
help the smaller societies who again help their members only. These 
banks can help at best 10 per cent, of the agriculturists. There are a 
few indigenous banks and loan offices here but they do not lend money 
unless sufficiently secured. In my opinion all these banks and societies 
help about 20 per cent, of the people and the rest are financed by local 
mahajaus. 

(tv) In my opinion about a ci-ore of rupees is necessary for financing 
all the agriculturists. 

(r) The present system of finance is defective in the following 
ways : — 

(et) The - rate of interest being high the debtors can seldom repay 
debts with ease, 

(6) Lands being mortgaged with possession the debtor is deprived 
• of the usufruct of the land for a number of years. 

(c) The local mahajan^, generally being wily men, cheat their 
simple debtors and do not accept payments by instalments. 

In my opinion the proper remedy would be to lend money to agri- 
culturists through (Toveriiment or senii-Goveniinent agencies in the 
same way as tai'avi loans aiv given during natural calamities, the rate 
, of interest and method of repayment being the same. The procedure 
laid down in the Loans Manual should apply viutatix vivtantlu. 

(vi) I do not know what sort of co-ordination is there of credit 
societies with Government, but all the rural societies shouhi 
be co-operative under Gnvemment control ; but I am not 
aware of all the details of the Co-operative Department to enable 
Jine to suggest improvement on the present system. 

QuOStion 2 , (i) The principal crops of this district are brought to 

the local hats and sold to f arias (middlemen), who again sell tliem to 
big dealers, who transport or export them. Sometimes crops are taken 
by raiyats to the firms of big dealers. The raiyats depend entirely on 
the mercy of middlemen and do not know the condition of the market 
in regard to any crop. Most of them cannot hold up crops for a better 
market, because they require money to pay rents and buy necessaries 
of life with. 

' (it) I am of opinion that there are ample possibilities for potds of 
raiyats and co-operative purchase and sale societies as they are success- 
ful wherever started. 

: (tit) Tbore is one at Madaripur, but I do not know the details of its 
yrorking. 

Only credit facilities eadsting for madieting inoduees ere what 
W by big dealers to small dealers (raiyats) in the shape df 
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B^anees tor crops likely to he sold by them,? but then the raiyat 
cfepends entirely on the mercy oi the £naneier and cannot dictate hia 
terms. Co-operative stale eocueties are the best solution of the problem^ 

(r) I do not think there is any great difference. The raiyats do not, 
by themselves, export their produce to foreign markets. 

(t^i) (a) Agents of big merchants and petty dealers buy products 
from rmts and sometimes from the houses of the raiyats for export and 
sometimes raij^ats bring them to mohams of merchants and every intel^ 
mediary keeps some profit for himself when he transfers his wares to 
another. 

(ft) In the case of import trade this process is reverseAl. Here the 
filiOp-Keepers or stall-keepers are the agencies for bringing the imported 
article to the consumers, every one keeping a margin of profit in this 
pi'ocess of distribution. 

' In the case of import trade the intermediaries get articles of 

credit from large ones soon. There is no difficulty in getting the 
articles, but the price becomes very high when the articles reach the 
consumer. In my opinion co-operative sale societies financed by banicti 
will be the best solution. The central societies will have branches in 
imixvrtant villages and the latter getting aHicles on credit frt)m the 
former. 

(ri-h) Answered in (2) (i). There is no dearth of example-^. The 
state of the jute market is an illustration of the point by itself. 

(rif) I think the lack of borrowers’ credit and absence of our business 
honesty are largely responsible for want of l)anking facilities. 

Question 3« Value of land per acre for jute and rnhi crops is about 
Its. 1,000, but for other crops is about Bs. 400 to Bs. COO on an average. 

(fV) Value of crops grown on the land determines its value. There 
is no difference of price of land whether sold in revenue sale or court 
sale or in private sale, tlie determining factors being the productivity 
of the soil and the proximity of the land to the buyer’s home. 

Question 4. The legal impediment is section 2(5-0. of the amended 
Bengal Tenancy Act. There is no other legal impediment now. 

(//) It is too early to form any opinion about the effect of section 
2G-0. of the Bengal Tenancy Act, but as usufructuary mortgages are 
generally in vogue here it will not affect the credit of agriculturists 
much. 

(m) There are indigenous banks and loan offices to give long term 
credit, but no land mortgage or agricultural banks. 

(r) They are joint-stock companies who keep deposits and issue 
loans. 

(vi) I am not aware of the details of operation of such banks to 
enable me to suggest facilities for their introduction herei 

(r/i) The present record-of-rights is all right. No change is 
necessary, 

(c) The reply to this answer requires a careful study of the procedure, 
but in my opinion some simple and more summary procedure is needed 

the procedure laid down in the PuUie Demands Beooveiy Act. 

Tes, from all the three mmcee. 
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Question 5. Such an estimate can be made by getting figures for 
sub-registration offices for the last three years and then taking an 
average. To this figure 25 per cent, may be added on account of im- 
secured and unregistered bonds and loans without bonds. It is unsafe 
to make such an estimate by guess only, 

(tv) Debt is incurred for all the purposes enumerated, but money is 
rarely borrowed for sinking wells and buying agricultural implements 
here, 

(v) This debt is lai’gely due to local professional money-lenders. 

(vi) Indebtedness is increasing as the price of the local agricultural 
produce is not ruling high for a number of years. 

(ini) Not much. 

(vtii) If joint bond system is abolished and loans are distributed 
locally the operation will be more easy, but this will be risky and will 
require some responsible Government servants to distribute loans. 

(ix) Very few here. They generally lend money without ^ny 
security at high rate of interest and after a year or so realise debts by 
oppression. 

(vr) Almost every middle class hhadralaks of Bengal who depend on 
the produce of their small landed property only is an illustration of 
this. 

(.n) Not much used here. The civil courts will be able to give better 
information on the point. 

(m) Same reply as above. 

(irin) Yes, by taking bond for a larger amount, i.e., the principal 
plus the interest which will be due, 

(.nr) By e.stablishing co-operative seed stores. 

(xx) Paddy is not lent here. In other places the rate of interest is 
between 25 to 30 per cent. 

> (xxi) Not large in this district. 

(xxii) Certainly. 

Question 6> (i) None of note here, but there are a few hand spinners 

and mat (jHiti) makers. The industries are getting moribund for want 
of credit facilities and facilities of sale. They may be improved by 
means of co-operative societies. 

(Hi) Spinning by handlootns, jute rope making, weaving gunnies, 

etc, 

(iv) and (v) They may be financed by co-operative stores and credit 
societies. They should be the easiest and safest way of financing such 
enterprises. 

Quostion 6At " I do not know. 

Quostion It is difficult for them to get loans here. 

They get loans by mortgaging their homestead land, houses and in 
oases if small loans by pledging utensils, ornaments, if any, and rarely 
on personal credit. 

(it) When they cannot make both ends meet by following their 
bi^inary pursuits, or when they build a house, or fall ill. The interert 
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in the latter case is higher than secured loans. The rate being generally 
21) to 36 per cent. 

(m) They do not get any help from any of the agencies mentioned 
in the question. I think co-operative credit socieiies for dift'erent occu- 
pations and professions will be the best remedy. 

(iv) Indebtedness among them is generally on the increase on account 
of general economic distress after the War. 

Question 7A. (i) I think that they should grant loans to individual 

members having sufficient credit. 

(n) Yes, 

(tii) Yes, to give facility of work to all of them. 

(iv) I do not know exactly but I think they do not co-operate or co- 
ordinate with one another. 

Question 7B. (/) & (H) As the number of smdi societies is small in 

this distiict their effect on the prevailing rate of interest is not yet 
appreciable, but they have created an alarm among the local professional 
money lenders. 

(/?/) Want of sufficient organisation and propaganda in iniral areas 
which are not possible wdtliout sufficient increase of the number of 
officers of the co-operative department. 


Part Hi.— Investment Habit and Attraction of Capital. 

Question I. {Hi) So far as I know the present means or institutions 
tor savings and investments are: — 

(1) Post Office Savings Banks. 

(2) Postal Cash Certificates, various banks, (*o-operative societies, 

loan offices, joint stock industrial agricultural (‘oiH^erns. 

(iv) Yes, tliere are ample facilities for savings and investments. 

(r) Yes, the present means can be improved upon by starting more 
co-operative societies adopting w'ays and means of teaching thrift to the 
people, 

(vi) It is the habit of every Indian to purchase gold and silver 
ornaments for the female members of bis family. It is a known fact 
that widows having no issue think themselves fortunate if they have 
ornaments. Ornaments are prepared for two purposes — (t) to adorn the 
body and (2) as an investment. 

Question 2. (i) Postal Cash Certificates are not verj^ popular in 

this district. Their popularity may be increased if they are issued 
and used like currency notes. 

(it) The rate of interest should he at least 8 per cent,, for some 
time to make them attractive and they should be issued like currency 
notes. 

(m) & (iv) No. Savings Banks are^not suitable for women and 
illiterate persons. Generally middle class bhadraloks resort to this 
lorm of investment. 
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(v) They can be made more attractive if money can he wi^drawa 
as often in a week as the depositor wishes and some simple method may 
be devised to do away with the personal attendance of the depositors 
and some simpler method of identification of illiterate men and women* 
folk. 

(vi) I do not think so, as Cash Certificates are not so very popular 
yet. 

Question 3a (i) They should be sold in every treasury and sub- 
treasury. 

(ni) The low class agriculturists of this district are not at all thrifty. 
They generally spend money received by them on luxuries. Some of 
them, who are thrifty, invest money in culturable lands. The middle 
class agriculturists of the hhad falok class keep surplus money in Postal 
Savings Banks, loan offices and Co-operative Central Banks. One of 
the principal luxuries of the agriculturists of this district is to build 
tin-roofed huts with wooden materials, these houses being called pucca 
houses here. , 

(tr) They do, on prevailing rates of interest. They invest surplus 
money in land. The main source of money of agriculturists is the sale 
of produce, especially jute and garlic. They seldom sell paddy. When 
the price of jute ruled high their condition was prosperous and the 
capital increased and many middle (■lass hhadraloks used to boiraw 
money from them and there was land boom, but with the climbing down 
of the pj'ice of jute and garlic, this indigenous capital has shrunk. 

QU6Stion 4. {H) I do not think that there has been any appreciable 

change by the alwlition of stamp duty. 

(Hi) Government servants with high salaries and big merchants use 
chefiues as they do not like to handle large amounts of money. I do 
not think there will be any good by paying salaries of low paid 
Government servants by che(][ues as they can save very little even with 
jno.st careful economy. They are the people who live from hand to 
mouth and often draw upon their small provident fund money. They 
will he put to additional trouble in cashing these che(|ues if paid by 
che(iues. 

(hi) If vernacular scripts be useed in banking common people will be 
able to deal with banks more easily. Their ignorance of English and 
natural bashfulness stand in the way of the growth of investment habit. 

Question 5> (/) Yes and the principal cause is that the operations 

are carried on in a foreign language and the men in authority are 
generally f()reign people. It may also be due to the fact that. "there 
are no facilities for investment in rural areas and there is no organisa- 
tion to teach these thriftless people the advantages of small investment. 

{Hi) The remedy is intensive propaganda work by great agencies 
under the co-operative department, improvement of facilities for giving 
loans by Government or on co-operative basis, improvement of facilities 
for investment. I have discussed these points in the course of my 
replies. 

(»r) No branch has been opened in this district but where thw 
have been opened they afford no facilities to small investors and i^n-' 
milturists. ^ Some means shciuld be devised to afford greater facilities 
depositing and irithdrawing mon^ by ordinary people if the 
thrift is to be created in them. 



217 


Mr. M. Khasmaliti OlllMry Farkipur. 

Fart I.— AgrieuKurai Gradit and Cradit Faailitias for Small Industries^ 

Question 1. (i) With the exception of a few, probablj' not moiw 
than 20 per cent, of the agricultural jiopulation, the agriculturists 
have to borrow money to meet certain expenses of cultivation. They 
borrow money sometimes for purchasing plough cattle, agricultural 
implements, seed and fodder and more often during jute cultivation 
to pay labourers for weeding the jute fields. They largely borrow from 
professional money-lenders and sometimes from the Joint-Sto<k Bauk» 
and, when available, from the Co-operative Societies. 

(/;) For purchasing lands or obtaining settlement of new lands from 
landlords and for building houses, etc., they have almost always t<r 
borrow money. 

(c) Fnder normal conditions they are able to pay rents themselvee 
from the produce of their soil. But, after providing for their 
necessaries and paying their debts everj^ year, they canmd lay by much 
against a bad year, and when they do not get a good harvest tliey have 
to incur debts to meet their ordinary wants. 

iii) The rate of interest charged by professional money-lenders for 
secured loan is from 15 to 25 per cent, and for unsecured loan it is 
from 20 to 40 per cent, per annum. The (»o-operative societies charge 
15 per (*ent. for loans advanced to members of the SocietievS. 

The financial resources of the agri<uilturists are at their lowest ebb in 
Aj)ri] uheii their stock of paddy is exhausted and they rciiuire money 
to pay laboureis for Aveeding jute fields. The liabi ciops are not 
sufficient to meet tlieir needs. By far the larger pe»r(*entage of debts- 
of ai»’ri"ultiirists is inclined in April and they at this time flock in 
iiuml)ers to the local money-lendei s who exact a high late of iijt(*rest 
f(»r the money advanced at this season. The monev borrowed in Apiil 
by the agi iculturists is paid up in July, when they begin to sell their 
jute, fn most cases no secuirity is pledged by agrif ultu! ists, A bond 
is simpK executed on stamped paper. There is an jislonishiiig amount 
of honesty among these unlettered agri<mltura] folk in dischaiging 
their debts incuri<»d under pressing circumstances at 7 )r()]nbit iv<» rates 
of interest. 

The peicentages of secured and unsecured loans advanced to agii- 
culturists would in my estimate form 10 and 90 per cent, ifspectively. 

iin) The part played by Government is negligible. In times of 
widespread and acute distress caused by some natural calamit>, e.g. 
flood, cyclone, etc., Government advances loans to agriculturists but 
in normal times little is given. The agricultural loans are not very 
popular as the debtors dislike joint liability. The Imperial Bank of 
India has no branch in this district and is not known to have advanced 
loans to agriculturists of this district. The share borne by the Joint- 
Stock Banks and Co-operative Societies would cover, in iny estimate, 
about 10 per cent, of the finance advanced to agriculturists. The rest 
is borne by the professional money-lenders. 

(tv) I think a crore and twenty-five lakhs of rupees or so would he 
required to meet the agricultural needs of cultivators^ of course, tbia 
figure is conjectural. 
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(t?) The defe<5ts in the present system is the helpless dependence of 
the agriculturists upon the professional money-lender of their locality, 
at a time when they cannot afford to wait in expectation of a loan 
obtainable from a beUer source, e.g., a Bank at a lower rate of interest 
which would entail some delay for enquiries to be made by the Bank, 
while their necessity can brook no such delay. 

The defect can be removed if money is made available to tbe agri- 
oulturists at a lower rate of interest at short notices. The spread of 
Co-operative .Credit Societies might be an improvement. But these 
«oci€ities are not very popular with the masses. The unlimited liability 
of the members is an element they dread very much. Individual 
honesty and a spirit of mutual confidence and co-operation are essential 
for the success and growth of Co-operative Societies. 

There is no co-ordination except among the Co-operative Societies 
which are all fed and financed by Central Banks and which follow 
similar rules and bye-laws under the guidance of the Central Banks 
land (Jovernment audit and inspecting officers. There is scope for much 
improvement in this direction if Co-operative Societies are composed 
of honest and sincere agriculturists endowed with a desire of mutual 
helpfulness. 

QU6Stion 2g (i) I shall answer it with reference to jute which is 
the principal crop. The raiyat does not sell his paddy in this district. 

The raiyat brings his produce in the local hats or niokams and sells 
it there or he sells it to beparis or small dealers who visit their houses, 
^ind who in turn sell it to larger sale agencies at a profit. 

The raiyat cannot hold up his produce because — 

(1) he has got no godown where to store his jute. There is risk of 

destruction by fire, mice and white ants; 

(2) he has to repay his debts incuiTed at a high rate of interest; 

, (3) he has to meet some of his wants, e.g., paying rents, purchasing 

food and cloth, repairing his dwelling house, etc.; 

(4) he has acquired a habit to sell his jute at the ready market in 
August and September instead of waiting for an uncertain 
price. 

After the harvesting of jute the raiyat enjoys holidays from 
‘September to November. During this time he pays visits to the houses 
of friends, relatives, repairs bis house and makes purchases as he has 
A busy round of duties from the end of Nov^ember to March with the 
reaping, threshing of paddy, laisiiig of Rabi crops and preparing the 
eoil for jute, etc. So he is inclined to dispose of his jute from July 
to September. 

(n) There are splendid possibilities of forming pools and Co-opera- 
tive Societies which make advances to their constituents until their 
product can be sold away to the best advantage to themselves. But 
much honesty and efficiency are required of the members responsible 
#or the management of these societies. 

{in) There are no Co-operative Sale Societies. 

(iv^ The Co-operative Societies can advance loans from time to time 
to agriculturists upon the security of the products to be sold. At present 
^ey do not get loans upon these securities. 



(v) The agriculturists have got no facilities for foreign trade. 
They do not deal directly with foreign market. 

(vi) (a) The Joint Stock Private Banks and Bankers lend money 
to dealers upon the general security of their properties in the same 
way as they lend money to other individuals. So these Banks do not 
directly participate in the financing of export trade. The agriculturists 
sell their produce in village hats or to Beparis who sell it to bigger 
dealers — often Companies or association in the case of jute — \iiitil the 
articles are shipped in port. 

(6) In the case of import trade, those who trade direct with foreign 
centres sell the imported articlevS in big marts to smaller dealers and 
through a series of intermediate traders they reach the shopkeepers 
in mufassal towns or village hats from whom the villagers get their 
supply. The Banks or Bankers do not directly participate in financing 
these trades, but advan(‘e money to traders or to other individuals upon 
the general security of their properties. 

(vit) I think both the causes contribute to the lack of banking 
facilities. There may be other factors as well, e.g., want of business 
lionesty, efficiency, etc. In the case of jute there is not much demand 
for it within the country, and the purchasers enjoy a monopoly and 
dictate prices which the producers and sellers have to accept. 

{viii), I have not much information. 

Question 3> (i) The value of jute land is Rs. 800 to Rs. 1,000 and 

of transplanted paddy land is Rs. 600 to Rs. 800. 

The value of broad east sown paddy land is Rs. 500 to 
Rs. 700 on an average. 

(it) The factors determining the value of land are (a) its fertility, 
(b) natural source of fertilisation, (r) facilities for drainage and trans- 
port, (d) prospects of any change in the (quality of the soil and proxi- 
mity to the land of the vendee, etc. 

There is not much difference about tiie value of land sold on either 
of these occasions. 

Question 4« (i) I think none. 

(n‘) I think the amended Tenancy Act has improved the credit of 
the agriculturists in as much as they can transfer the land which they 
could not transfer previously without landlord's consent and the mort- 
gagee had risk of losing his money if on foreclosure the landlord 
refused to recognise him as tenant. Under the amended Act the land- 
lord cannot exercise the right of pre-emi)tion without i)aying the pur- 
chase-money. 

(Hi) Smallness and fragmentation of holdings stand in the way of 
adoption of impraved methods of agriculture with up-to-date scientific 
implements, and consolidation of holdings is desirable wherever j)racti- 
cuble. It is difficult to foresee how this affects the raiyat's capacity 
for taking long-term loans if all the co-sharers jointly execute the bond. 

(tv) No. 

(v) Not known. 

(vi) Such institutions can l)e established on co-operative basis. 

(vH) (a) No, the existing form of record-of-rights seems simple and 
d«ar enough. 



(2») No suggestioB. 

No suggestion. 

(vii) to (xiii) Unai^e to answer. 

QlMstkil 6. (i) No. 

(ii) A very small percentage of the loans are registered. Again, 
bonds registered are repaid, the creditors returning the bond with 
^dorsements and the Registration Office cannot have any knowledge 
of these transactions. The Registration Offices cannot therefore give 
a correct clue. Nor do the returns of income filed before an Income- 
Tax Officer show separately the money lent to agriculturists and remain- 
ing unpaid at the date of the return. 

I think the best means of obtaining a fair estimate may be to require 
officers of the ensuing Census operation to collect the information. 

(tit) No estimate is given and therefore this does not arise. 

(iv) No estimate is given and therefore this does not arise. , 

(v) The debts are largely due to private money-lenders. 

(vi) I think so, because the rise in the price of agricultural products 
has not been commensurate with the rise of price of other necessary 
materials, the price of labour, the increase in population and with 
the increase of litigation and luxurious habits. 

(vii) Not much. Several persons are required to execute a joint 
bond and the advanced amount is also insufficient and is not promptly 
given. 

(viii) If the joint liability be removed, more money distributed in 
proportion to their necessity, and enquiries are conducted with all 
possible speed. 

(iv) A very few. They lend money at higli rates and usually realise 
the amount by oppression, 

(./■) In some parts of the district the professional money-lv'uders make 
the borrowers execute a bond for 150 pei- cent, of the money advanced 
with interest to run on it at Rs. d-2 per cent, per month. There is an 
oral contract that if the money is paid back within three months the 
money-lenders would accept only 150 per cent, of the sum advanced 
which is stated to be the capital in the l«)nd ; otherwise the debtor is 
liable to pay whole amount due under the bond. 

(iPi) Not much use. 

(,ni) In case of loans attended with mortgage the Courts decree the 
entire amounts due under the Inuids, and in case of unsecured loans 
the money accruing due under the bond is declared to be payable in 
a number of instalments with interest to run at 6 per cent, per annum 
since the date of the decree. 

(xiii) Yes, that is done in some cases as stated in reply to (x). 

(miv^ Seed stores may he opened in important villages. TiOans ol 
paddy may also be given according to the needs of the agriculturists. 
These institutions should be run on co-operative lines. 

(xv) Paddy loan is not in vogue in this district, 

(jfut) Not known. 

Yas. But these instances are not ver^ comiacm unless there 
U a permanent deterioration of the soil resulting in poor entkucB el 



crops in successive years or when the raiyat is the victim of ru^^us 
litigation. 

i^rvtii) A combination of misfortunes alone deprives tenant of his 
lead. These cases have not disheartened the tenants to that extent. 

Question 6> (i) In some parts of the Madaripur Subdivision gur is 
made by cultivators from sugarcane juice, and throughout the whole 
dirtrict gur is prepared by boiling the date-juice. The other industries 
are not knomi. 

(*i) The sugarcane grinding machines and the boiling pans available 
^ hire should be kept in important village hats in the locality where 
sugarcane is grown, so that they may be within the reach of all who 
may need them. 

(m) He may take to hand-spinning and weaving khaddar. 

(?r) Much capital is not required. A spinning wheel may be 
obtained and with the accumulated profits from the sale of home-spun 
thread a handkmm may be purchased. 

(r) I think there aie khaddar institutions which can lend cotton and 
spinning a’heels to agriculturists if the spun thread is sold to them. 

Questiop 6Ai There are none in this district. 

fUMtiun M. {i) They obtain loanR by mortgagring* their home- 
steads or other landed properties if there be any, or by pairning the 
ernanK^nts and utensils. 

{ii) They borrow (a) when there is prolonged illness incapa- 
citating them from earning money, for purchasing their necessaries, 
(6) for obtaining medical relief, (r) for giving their daughters and 
sisters or sons in marriage, {(1) for Sradh ceremonies, etc. 

{Hi) Government may grant agricultural loans provided substantial 
persons execute joint bonds with them. They get loans from Joint Sto(;k 
liaaks and Bankers on proper securities, they get loans from Cooperative 
Sioeieties if they are admitted as members and can furnish i>ersonal 
securities of some other member or members. 

(//;) I think tlie indebtedness of the middle class gentlemen is on the 
increase. 

QUMtllNI ?• {i) to ivi) Subjects for the Co-operative Department. 

Question 7 A. {i) to (v) Subjects for the Co-operative Department. 

Question 7B. (f) The establishment of Co-operative Societies ofPering 

loans to members at 15 per cent, per month has to some extent biought 
4own the rates charged by professional money-lenders hitherto liefore. 
'$he rate of interest on secured loan is generally 1^ per cent, and that 
on unsecured loan 25 per cent. 

(it) They have not replaced in an appreciable degree the professional 
money-lenders, but these societies have broken down their monopoly 
and have obliged them to reduce their rates of interest in many cases. 

(Hi) The unlimited^ liability of each individual member for the 
wd^ of the raral societies is very much dreaded by the substantial 
agriculturists. 
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Part III.— Investment Habit and Attraction of Capital. 

Question 1. (i) The funds of the Joint Stock Banks, the Imperial 
Bank of India, the co-operative banks and the capital of private money- 
lenders. 

(ii) No. 

(in) The Banks receive deposits and pay interest to depositors. The 
life assurance companies issue policies upon various terms and in- 
sist on the policy-holders to keep their policies in force on payment of 
fixed premium. The practical examples of the money-lenders who in- 
vest money at attractive rates of interest are sufficient incentive to 
people to save money. The cultivators invest their surplus in land. 

(rv) I think so. 

(v) No, unless better rates of interest are offered for their money. 

(vi) 1 don’t think they make ornaments in gold and silver a,8 an 
investment of their savings. The ornaments are used by the female 
folk as decoration. Women are fond of ornaments both for decorating 
their person as also for the purpose of making provision against evil 
days. In most families the ornaments are the only shape in which they 
can retain money in their custody. 

QuOStion 2. (i) Yes, with some sectitin of the people, e.g., service- 

holders, legal practitioners, medical men and landholders residing in 
towns who cannot take to money-lending. 

I think a rate of 6 per cent, per annum would make the cash certi- 
ficates more popular. 

{ii) Answered above in reply to (i) 

(Hi) Yes. 

(iv) Town people who do not lend money or trade themselves. 

(t!) I do not think other classes will be attracted. 

(vi) Some of the joint stock banks pay higher rates for deposits- 
I do not think they are much affected by the rates of Postal Cash Certi- 
ficates and Treasury Bills. 


34. 

Mr. Manohar Cupta, Deputy Collector, Khas Mahal Officer, 

BakarganJ. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (/) (a) About half of the agriculturists borrow money 

for cultivation and they are generally financed by local mahajans and 
money-lenders and in a few' cases by the rural co-operative societies and 
government. Tlie rest can defray their expenses themselves with 
diffieuliy, 

(6) For capital the agriculturist.^ generally borrow money from 
the* local , mahajans as well as from the co-operative credit societies 
a»d for permanent improvement, they do it mostly by manual labour 
4nd in a few cases they take loan from local mahajans and co-operative 
societies as their number is very small. Only in a few cases yearly 
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j^ermanent improvements aie effected with the aid of contribution from 
khas mahal agiicultural improvement grant. 

(c) Most of the agriculturists pay rent from the income of their 
produce. Very few persons borrow money for tJie purpose. For 
failure of monsoon they take loan from the local mahajans and in 
few cases from co-operative societies and agricultural loan from Gov- 
ernment. A scheme for Khas Mahal Co-operative Itelief Society has 
been drawn up to grant loans on nominal interest in case of distress. 

Hi) The existing co-operative societies in this district are quite 
inadequate to meet the financial demand of the cultivators of the 
district. They invest money at the rate of lis. 15-10 to Rs, 18-12 
per cent, per annum on land and personal sureties. The duration of 
short-term loans is one year and duration of long-terms is 3 to 4 years. 

liocal mahajans advance loans in ordinary (*ases for one season at 
high rates of interest varying from Its, 3-2 to Rs, 9-6 per (*ent. per 
month. The ordinary money-lenders also iulvance money on land 
mortgage at the nite of Re. 1 to Rs. 4 per cent, per month for indefi- 
nite period. They also lend money on the security of oinuments for 
a period not ex<*eeiUng 3 years on the condition that if they do not 
repay the loan, their claims to ornamentvS will lie waived. 

Loans on standing crops are few and for one season, i.e., 6 months 
and carry interest at Rs. 3-2 to Its. 6-4 per cent, per month. 

At least 75 jier cent, loans of this district are secured in the cases 
of land mortgage and pledge of ornaments. 

{Hi) liocal maliajans and money-lenders are mostly financing the 
agriculturists. Hie local mahajans give ready help to tliem when 
Ihev are in urgent need. Government help the tenants at the time 
of famine and flood. Tlie joint-stack companies and Imperial Banks 
never help the agiiculturists of this district direct. The ardivities of 
( o-operative societies are confined to their members only who are small 
in number. 

(iv) No. 

('v) The present system is defective inasmuch the rates of inti^rest 
are excessive. Once in the hand of the mahajans the debtor can 
rarely come out in his life-time and the man is gradually rendered 
a landless pauper. His firofieity passes into the hands of the malia jans 
because lie lacks not only in education but also in knowledge of his 
rights and positions. In cases of land mortgage loans both the credi- 
tor and the borrower remain silent. The creditors remain silent at 
the temptation of the land and the debtors for want of any jrressure for 
demand. The result is that when the borrowed amount bei'omes 
iieavy the creditor falls upon the debtor with the conseijuence tliat 
the mortgaged property passes into the hands of the mahajans. 

The only remedy we can suggest is the establishment of sufficient 
number of co-operative societies of limited and unlimited liabilities 
according to the condition of the locality, which are all opposed by 
the local mahajans. Passing of an Act fixing maximum rate of 
interest or prohibiting transfer of land to mahajans may be useful 
when the agriculturists are educated enough to understand their I'ights 
and there are local agencies such as union boards to watch and safe- 
guard their interests. In addition there must be other sources avail- 
able on whom the agriculturists can depend for finance if the inaha- 
jans refuse to help them at the time of his need. The only possible 
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source that we ran at present think of is establishment of an 
iigricultural bank in every union on co-operative system partially 
{inane ed by (iovernment and partially by local deposits and loans from 
central banks Strict supervision of dovernment through the Co* 
operative Departinent will be of high importance. 

(vi) There is no co-ordination amongst the various credit agencies. 
There is however much scope for improvement in that direction by 
the formation of a Innird with representa'!:ives from all agencies to 
watch over the interest of debtoi's against unnecessary and extrava- 

expenditure and to lay down and enforce a definite policy in 
improving the condition of the raiyats and gradually releasing them 
irom the clutches of uialiajans. 

Qlldstfon 2. (/) Raiyats generally sell their crops to beparis at 

the rate usually fixed by them which is based on rates at centres where 
the beparis disjKise them. They do not go direct to any big market. 
They are quite unable to hold up their crop for a better price^ for 
•shortness of fund. 

(it) Agriculturists are compelled to sell their croji as soon as har- 
Tested for shortness of fund, although tlie market is dullest at the 
time. Thi:i can only be avoided if every co-operative society has a 
warehouse attached to it and agrees to store and hold up the crop till 
the market improves and charges a small commission to meet the 
expenses and advances small sum on the security of the crop from 
time to time till the crop is sold. 

(m) None in the khas mahal area of this divStrict. There is, how- 
ever, one in the colonization area *>f the Sunderbans. 

(rv) There is no facility tor financing products during marketing. 
Jf facilities can l>e guven, they will fetch better prices, consequently 
improve the condition of the cultivators. 

(vt) (a) and (b) The different classes of banks and bankers do not 
» play part in financing (a) and (b). Only the merchants and dealers 
4o every thing in these connections. 

(vi-a) The big merchants living in important centres of the district, 
udvance money to small dealers for purchasing different kinds of crops 
from hats and markets at a rate dictated by the former to the latter. 
That rate varies according to local circumstaTices. The small dealers 
get a (ertaiii percentage as commission from the big merchants on 
the purchased articles. Generally the big merchants manage tlieir 
business with their own capital. 

(vii) It is not a fact that for lack of credit of borrowers, theje is 
u lack of banking facilities to persons engaged in the movement of 
principal croj^s. Sufficient banking facilities do not at present exist 
m this district for taking up the movement of the principal crops on 
a co-operative system. 

(vni) For interaal lemittance, the existing facilities such as remit* 
tance transfer receipt, cheque, demand <1 raft and hundi may be availed 
of. It is to l>e regretted that even central co-operative banks charge 
ti I'ommission in cashing cheques, which are accepted by the Provin- 
cial Co-operative Bank at this full value. 

practical move in this direction is only possible, through postal 
eavings banks, which have innumerable branches all over the district. 
CSiuttagong khas mahal saves Government a good deal of this remit* 
iltnce cost, by cashing postal cheques in khas mahal offices on receipt 
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ofj apiviee from tli« Sadar Treasury. Similarly rural co-operative 
can save cost of remittance to central banks, by cashing postal 
cheques, on the advice of the head post office, who will credit the 
amount in favour of the Central Bank Account. Similarly central 
banks will cash postal cheques which will be credited in favour of 
the rural society in the sub-post office, where the society is working. 
The system has been tried and found to be successful and incoiqio- 
tated by Government in Buie 10 of Tehsil Treasury Buies, approved 
in Government letter No. 491T. — B., dated 8th Octolier 1928. 

35. 

Mr. Kasiswar Chakravartti, Subdivisionai Officer, Bhola 
(BakarganJ district). 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 
(The report relates to Bhola subdivision only.) 

Question 1. (/) Co-operative societies serve about 2,000 families 

out of 67,000 in this subdivision. Others have to take recourse to the 
village mahajans. 

(a) For expenses during cultivation they take short-term loams from 
co-operative societies by executing simple bonds and from mahajans by 
pawning ornamants, by executing simple bonds and sometimes by 
executing hand notes. The same course is resorted to for raising funds 
for carrying on small business. 

(b) For purchase of lands, cattle and agricultural implements, and 
liquidation of debts they take long-term loans from co-operative 
societies or the mahajans as the case may be, by executing mortgage 
deeds. 

(c) In the .same manner as described in paragraph (a). 

(ii) Interest on loans from co-operative societies varies from 124 
to 15| per cent. Interest charged by mahajans varies from 24 to 75 
per cent. Co-operative societies generally grant loans for three years 
(long-term). Loans from mahajans vary from three years to five 
j’^ears. Long-term loans are granted on the mortgage of landed pro- 
perties, while short-term loans are granted on personal security and 
simple bonds by co-operative societies, and on mortgage of properties 
and pawn of ornaments, by mahajans. 

Small loans are granted by mahajans on their khata without any 
security but the interest charged is exorbitant. 

(in) There are about 67,000 families in this subdivision, of which 
2,000 only are served by co-operative credit societies. Thus about 3 
per cent, of the families only of this subdivision are served by co- 
operative societies. The agriculturists in thi.s subdivision are not 
financed either by the Government or the Imperial Bank of India, or 
by the joint-stock banks, professional money-lenders, merchants and 
driers and one indigenous bank finance them. 

(tv) The solvency of the tenants of this subdivision is an admitted 
fact and I think that not more than about 5 lakhs of rupees are 
r^uired here for expenses during cultivation. Failure of crops is 
perhaps unknown to the agriculturi.st8 of this subdivision and the 
ClovemmeDt in tba general and the kbasmahal departments .’avishly 
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spend money for the capital and permanent improvements, via., con- 
struction of roads, excavation of tanks. 

(v) There is at present practically no system in the financing of 
agriculture, A close study of the matter shows that an agriculturist 
often takes a larger loan than what is actually necessary for meeting 
his agricultural expenses and the same man often takes a loan both 
from a co-operative bank on a reasonable rate of interest and from a 
mahajan on higher rate, and I am afraid, a major portion of this 
loan is wasted. The mahajan does not look into the welfare of the 
agriculturist and a co-oj>erative bank fails to save him, because, of Ms 
being over head and ears in debt already. The only possible remedies 
are: — 

(a) to flock the country with rural (uedit banks, 

(b) to patiently and persistently educate the members in the 

principles and meaning of co-operation by teachers com- 
petent to perform their tasks efficiently under adequate 
supervision. 

(ri) There is perfect co-ordination between tlve Government and the 
co-operative societies, but none between these agencies and the village 
money-lenders for their aims and objects are diametrically opposite 
to that of the Government and co-operative societks. 

QlfOStion 2i (i) The principal crops of this subdivision (onsist of 
paddy, chilli, betelnut and cocoanut. Paddy is mostly purchased by 
the liaeca and the Faridpur merchants. They go out with theij* boats; 
to various hats and purchase the same at local rates. The prices are 
to a large extent controlled by the purchasers. Beteliuits are purchased 
by Chinese, Burmesa, Bombay and Marwari meichants through brokers 
(araidars) who hold up the monay sometimes for three months and 
control the market to a great extent. The raiyat cannot hold up his 
crop for want of co-operative organisation and of warehouses. 

(it) I think a co-operative sale and supply society is the only 
solution in the matter. Efforts were made for a vsale society for betel- 
nuts but no effect was given to on account of an erroneous idea of 
some co-operative workers of this district that such a society cannot 
succeed unless a consumers’ society is organised in Burma. 

(iii) There is no co-operative sale and supply society in the sub- 
division of Bh6la. The Co-operative Inspector wanted to organise a 
society for the sale of betelnuts but he failed on account of the 
difficulty in securing sufficient funds, and want of syinjiathy (probably 
for the same reason) from his superior officers. 

(ir) The actual raiyat requires no credit during marketing. The 
middlemen do require credit which is granted by local money-lenders,. 

(v) No marked difference. 

(vi) The export trade from the village to the ports in this sub- 
division is carried on by rich merchants with their own capital and ia 
not financed by any bank or banker. There is practically no import 
trade direct from the ports to the distributing centres. 

(vi) (a) and (b) The questions do not arise in this subdivision under 
the above circumstances. But a better ^turn to the growers uf ; pro- 
duce in India may be ensured by disseminating co-operative educathn 
il^ongst them and establishing sale and supply societies at suitable 
isenires. 
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(vii) As the persons engaged in the movements of the principal 
crops of thie subdivision are rich foreign inerchants with large capital » 
no banking facility is required by them. The growlers on the other 
hand do not like to subject themselves to the troubles and worries of 
the troTisport of these goods from the distributing centres direct to the 
ports, but the lack of banking facility generally in this country is due 
to the bopowers lack of credit as well as the buyers attempt "to keep 
their position of monopoly intact. 

(vin) There is no system of internal remittance of money except 
by postal money^order. One Maulvi Miisammal Haque has been 
making an attempt to start an industrial bank with cheque payment 
system, but 1 doubt veiy much whether he has yet secured sufficient 
credit for the purpose. 

(?» If the Co-operative Central Bank at Bhola takes up remittances 
for transfer to Calcutta, Barisal and Bangoon with bill discounting, I 
think that the tiade facilities might increase four-fold. This system 
might draw rich merchants to make deposits commensurable with the 
credit they would expect from it, % 

(.r) The different firms in this subdivision had a business of 
Es. year in bill discounting, 

(,ri) I do not think ihat any further facilities are necessary in this 
direction. 

(,r/?) Trader’s bill discounting only is cuiTent here. 

(iviii) Yes. 

(xiv) T think that there are sufficient pjovisions in the Indian 
Negotiable Instruments Act, 1881, safeguarding tlie interests of both 
the bankers and the public handling hundis. 

Urv) Hundis emanating from the locality are discounted at the 
local centres. They are not held by middlemen, merchants and com- 
mission agents, but they are ultiniattdy paid in (’alcutta. 

(.rr/) There is no facility for rediscounting hundis here. Huiuli» 
are generally drawn at 15 days’ sight on Calcutta only the rate of 
discount being 2 to 3 per (ent. 

(,rri/) No instrument of ownership is used for raising money. 

(oiimi) No such system is in vogue here. As rich merchants with 
sufficient capitals purchase their own articles, thei\» is no necessity for 
the system of payment by bills of lading. 

{,rix) and Otx) Licensed warehouses at important marts under 
Government supervision might save the actual cultivators from the 
oppression of middlemen and counteract the monopoly of the capital- 
ists to a great extent. 


36« 

Mr. N. K. Serif District Officer, Noakhaii. 

Part I.— Agricultural Credit and Credit Facilities for Small Industries. 

QuestHHI 1. — (/) The agriculturists of this district are much better 
off than their brethren in other parts of the province, except Barisal^ 
and generally only a small percentage of them, viss., the spendthrift, 
have to take loans to meet expenses during cultivation. Those who 
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reqiiirfe money borrow it on simple bonds from the village mahajan 
whose number is legion. Each village can boast of at least two such 
mahajans, i.e., professional moneylenders. They require very little 
capital for permanent improvements, as land in this district is very 
fertile, and the only thing that they have to do is to keep out saline 
water by raising bunds (mud walls), which costs almost nothing. 
For land revenue and rent, they are not ordinarily driven to mahajans. 
In cases of dire necessity, e.g., for conducting criminal cases, etc., 
they have .sometimes to sell and mortgage their lands. Failure of 
monsoon is almost unknown in this district. 

(ii) Ordinarily there is no fixed period for w'hich loans are taken, 

but there are cases w'here they take loans on simple bonds, on condi- 
tion of repaying twice the sum after expirj' of some years, ranging 
from 6 to 10. Rates of interest vary from annas 12 to Re. 1-3 a 
month for Rs. 100, according to the credit of the parties. The most 
popular security i.s land — liotb orchards and cultivable lands. Stand- 
ing crop is never accepted as a good security. i 

In my opinion about 40 per cent, of the loans are unsecured, and 
the rest are secured. 

(iii) The part played by Government in the agricultural finance of 
this district is not much, as people are generally averse to taking 
loans under the Agriculturists’ lioans Act, and I^and Improvements 
Loans Act. So far as this district is concerned, the Imperial Hank, 
Joint Stock Banks and Indigenous Bank and Bankers play a very 
little part in agricultural finance, as the holdings are small on 
account of the complexities of the Muhammadan law. The people are 
mostly Muhammadans. They are geneially avei’se to taking shelter 
under the Co-operative Credit Societies, as most of them do not like 
the idea of standing and falling together, though, of course, my 
personal opinion is that the principles of co-operation, that is those of 
.unlimited .societie.s, are gaining ground every day. 

Brofessional moneylenders are having full sway over the culti- 
vators, and it is they who supply seasonal capital for expenses during 
cultivation. 

(j'r) Total amount of capital required for this di.strict i.s over one 
lakh of rupees. 

(i?) The chief defect in the present .system of financing is that the 
village mahajans are vexy rapacious and sometimes the rate of inter- 
est charged by them goes up to 48 per cent, per year, e.g., Hatponi 
system. Of course, the civil courts sometimes check these high rates 
of interest by exercising their discretion under the ITsurious Loans 
Act. Some are of opinion that the operations of this Act 
should be made compulsorv” in all oases, but that measure, if 
resorted to, would make the capital shy and defeat its very object by 
increasing hardship of the poor cultivators. Moreover, if high 
interests are paid by mutual consent, that can hardly be checked by 
legislation. Hence, in my opinion, instead of legislation, the matter 
should be left under natural economic pressure. It is satisfactoiy to 
note that the several loan offices have succeeded in bringing down the 
rate of interest within 9 to 18 per cent. I might further add, that 
Govetraineni might encourage these loan companies by according th^ 
preferential treatment as regards income-tax. Agricultural Bunks 
inay be of use- if they are started at the headquarters of each district. 



229 


QtiestiM 2*— (0 The present method of marketing prineipal crops 
is to take them to the nearest market. Sometimes agents of mahajans 
or aratdars make house-to-house purchases, hut that is very rare in 
this district. 

Generally, raiyats do not hold up their crops for a better price; 
sometimes they have got to yield to the pressure of mahajans, and 
oftentimes they are tempted to sell off their crops in order to enjoy the 
luxury of civil and criminal litigation. 

(ii) The possibilities of forming pools and of co-operative sale 
societies are great. But it is a question of some time, as the j>eople 
of the district are mostly illiterate. Paddy is grown in huge quanti- 
ties in the char areas of this district, and it is worth while to attempt 
to form a pool there. 

{ni) There is a co-operative Jute Sale and Supply Societies at 
Chowmuhani, So far as I know, it is lavishly financed by the Bengal 
Provincial Co-operative Bank. 

(iv) It would have been really beneficial if the producers could sell 
their commodities directly to big concerns and not through middle 
men . 

{vi) The export trades of this district consist mostly in paddy, 
jute, cocoanut, betel-nut and supari khuins. Taking jute first, the 
“ farias ’’ or “ beparies ” purchase jute witlumt any sorting from the 
houses of the groweis, some of whom take advances from them. Tliese 
farias receive advances from the dealers and these dealers supply jute 
to big firms like those of Messrs. Landale and Clark & Co., the Chitta- 
gong Co. and others. Of course, banks finance these ( ompanies, and 
thus indirectly finance the j\jte business in its movement from the 
growers to the balers. 

Very little export business in paddy is done in this district. 

Ct)Coanuts are exported, but this is financed mostly by the local 
merchants and mahajans. So also with regard to the export tmde in 
betelnuts. 

Supari khuiiis aie extensively purchased by Mugs in the several 
hats of this district, and this trade is financed by Mugs only. These 
are expoi-ted in large quantities to Burma where they are used for 
preparing the coverings of BuiTOa cheroots. 

As regards tlie internal trade, it is financed mostly Ivy the mer- 
chants themselves. 

Use of hundi is said to be dying down ii» this district. The Noak- 
hali Nath Bank has been using cheques foi* some time, and so far as 
I know, these cheques are gaining in popularity every day. 

So far as internal remittance is conceined, postal money-order and 
remittance by insured post are the chief methods that are followed by 
the public. In my opinion, the early establishment of a branch of 
the Iinperial Bank in this district will be of great use here. 

Question 8. — One kani of land, equal to 1*2 /3rd acres, is worth 
here from Rs. 1,000 to lis. 2,000, and this value fluctuates not only 
on account of the conditions (a), (h) and (c), hut also on account of 
the difference in fertility of the soil. 

To my thinking; people are bec'oming more litigious every day, and 
h^icultural indebtedness is increasing. It is bedieved that litigation 
tuming efficient cultivators into mere tenants-at-will. 
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^ettioil^«8. — Hand-spinning is done to a considerable extent in 
Feni subdivision, though it is totally absent in the Sadar subdivision. 
Garden produce is tui-ned out here and there, but it is not done in a 
scientific way. Rice-husking is done by very poor people, whose pro- 
fit amounts to one anna per rupee at the most. But it is not done on 
an extensive scale. 

The reason why subsidiary industries do not thrive is that people 
who adopt it for their profession are too poor to lay out any capital. 
Capitalists, on the other hand, are not fortht;oming on tlie field, as 
they do not think it worth their while to take the trouble. 

To my thinking such industries can be developed if men of the 
educated and thrifty classes can l>e diverted to them, so that they may 
inspire confidence of the public and, if necessary', can raise funds by 
floating joint stock companies. Such enterprises, if sincerely taken 
up, deserve sympathy from the Goveimment also, and they are actually 
encouraged by the Government by grant of lands on progressive rent, 
by remission of salami, and by grant of agricultural and land impr<,>ve- 
meut loans where necessary. 

Question 6A. — Small industries requiring funds below Rs. 5 lakhs 
^nerally raise funds by partnerships, or by sale of shares if they are 
joint stock companies. There is no such industry’ in this di.strict, 
except llaipura Tannery, which is a co-operative concern. 

QuOStion 6B> — Non-agriculturists obtain caT)ital like agriculturists 
by loans, and the rate of interest varies from 9 to 18 per cent., accrord- 
ing to the credit of the borrower and the amount in question. The 
indebtedness among these clas.ses is generally on the inci*ease on 
account of the same reasons as those of agricultur-ist.s. Co-operative 
Credit Societies are gaining ground every day, but what the culti- 
vators are afraid of is the joint re.spon.sibility, hut it is hoped that 
this fear will be overcome in the near future with the elevation of the 
.“morale “ of the people in consequence of the introduction of pri- 
mary’ education. At present, ther’e is a good deal of competition 
between the Co-operative Credit Societies and the inahajans, and it is 
felt that this healthy competition ba.s been able to bring dow’n the 
rate of interest in the villages. But, as under’ the niles non-members 
of rural societies cannot get loans from those swieties, thej' are 
generally left out and have to go to the mahajans or the lioar 
Companies for accommodation. To make the working of co-operative 
institutions more flexible, it is desirable that they should l>e authorised 
to grant loans to depositors arrd also to non-members on proper 
security, and there shrmld be free interlending of funds between co- 
operative institutions and selected joint stock banks, including Ixran 
Offices. I use the word “ selected “ here advi.sedly, lest co-operative 
funds be converted into engines of oppression on poor cultivators. 


Part I A. — Loan Offitees and Joint Stock Banks in the Muffassal. 
Question 1. — 

" (1) Noakhali Loan Office. 

(2) Swadeshi Store and Loan Ofliee. 

0 ) Jaylakshmi Bank. 
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(4) Noakhali Bank (Bank of Moulvi Bezzaqul iSaider Choud- 

hury). 

(5) Noakhali Nath Bank. 

(6) Lakshipur Loan Office. 

QlMStiOfl 3< — Rate of interest on deposits. — 

Industrial Union, Choicmnhani. 


3 years’ deposits 

2 years 
1 year 

6 months 

3 months 
Current 

Loans — 

3 years 
1 year 


Rs. A. 

9 6 per year for Rs, 100. 

8 0 

7 8 
6 4 
6 0 
4 11 

10 15 per year. 

. 12 8 


Deposits — 


3 years 
Current 


Urban Bank, Chowmuhani. 


Rs. A. 

10 15 
4 4 


Loans — 

Rs. 15-10 (long term loans). 

Rs. 12-8 ffor 1 year). 

Nath Bank. 


Rs, 9 per cent, for three years’ fixed deposit. 


Dividend — 


Rs. A. 


Industrial Union 
Urban Bank 
Nath Bank 


7 0 

12 8 (maximum). 

18 0 


QuflStion Sa — The working- of these institutions is as elastic as 
-tJrat of ordinai-y commercial banks. Loans are granted at the dis- 
cretion of the managing directors according to the solvency of the 
parties and the credit of their .securities 'the rate of interest varying 
from, as said above, 9 to 18 per cent, per year. Compound interest: 
is calculated both in the case of depositors and debtors. lioans are 
Ranted to agnculturists on production of the reeord-of-rights of the 
lands in question, subject to the scrutiny of the office. These loans 
really serve the agriculturists to a great extent, but there is room yet 
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for improvement as regards rate of interest, which, after all, cannot 
be called usurious. As already stated, I am in favour of opening up 
a branch of the Imperial Bank here, to serve the purpose of bankers' 
bank and that of a good and reliable bank to people who are averse to 
taking the risk of keeping their money in the Co-operative Banks and' 
in the various Loan Companies. 


Part III. — Investment Habit and Attraction of Capital. 

Generally speaking, there is a good deal of difference in the menta- 
lity of the people who invest their money in Post Office Savings Bank 
or in Government securities, including postal cash certificates, and 
people who resort to banks for their money. It is palpable that the 
former set do want to eliminate all sorts of ri.sk and are satisfied with 
comparatively smaller return, while the latter want to have the highest 
return on undertaking consequent risk. Hence, there is no substance 
in the saying that there i.s any competition between the banker land 
Goveniment. 

Farmers ordinarily advance loans to fellow-agriculturists, but the 
rate of interest charged is the same as that of other mahajans. But 
the amount im'olved is not much and, roughly speaking, it is under 
R.S. 10,000. 

As regards the question that banking and investment habit in India 
is of slow growth, I would say that, properly speaking, it is not so. 
On the other hand, my belief is that the people who can afford to 
invest, do invest as soon as circumstances permit, and the general run 
of ine people do not open bank accounl ; not because they won’t, but 
because they can save hardly anything after meeting necessaiy expen- 
diture, iui'luding one or two pieces of ornaments for their womenfolk. 

Payments aiv made aiid accepted in cheque whenever possible, but 
I do not think it will be of any use paying Government servants 
and bank employees in cheques, as they are useless in retail purchase, 
and people who are mostly illiterate, will be averse to accepting them. 
It will also enfail a good deal of pres.sure on the Treasury. 


37 . 

Khan Bahadur Saiyed Muazzantuddin Hosain, Deputy Collector. 

Part I.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (i) The agriculturist of the province obtains finance for 
(a) expenses of cultivation, (b) for capital and permanent iinprovemente 
and (c) for other special needs generally from local mahajans or money- 
lenders and to a small extent from private loan offices and co-operative 
societies and banks. The cultivators I suppose owe 80 per cent, of debts 
to mahajans, 15 per cent, to loan offices and five per cent, to co-operative 
banks and societies. 

(it) The rates of interest vary from 18| per cent, to T5 per cent, 
bet the usual rate is 37^ per cent. For large sums of secured loan the 
rate ordinarily charged is 24 per cent. 

X think 75 per cent, of the loans are secured. 
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^ . iiii) Governpient fiiiauce8 tlie agriculturists for purchase of seed ouljr 
iu ^ears of |carcity and failure of crops. The Imperial Bank of Indik 
has no direct connection with the agriculturists. The vari6us loan 
offices, generally run by pleaders, muktoars and merchants, lend money 
to agriculturists on gockl security but the percentage of loan given by 
them will not be more than 15 per cent. The co-opeiutive banks have 
only touched the fringe of agriculturists^ debts and the tigriculturista 
do not owe more than five per cent, of their debts to such banks. The 
professional money-lenders arid merchants, many of whom also have 
become professional money-lenders, prac*tically finance the agriculturists, 
to the extent of 50 per cent. The remaining 30 j^er cent, of loans T 
believe are obtained from the richer agriculturists or land-holders or 
men of other profession who have taken to money-lending. Most of the 
Hindu pleaders, muktears, and land-holders have money-lending 
business and the richer agriculturists also are fast taking to money- 
lending as a supplementary profession and they are taking' the place of 
professional money-lenders — the Shahas, Uanikyas and Telees. 

(ir) The agriculturists’ debt works out to about Rs. 20 per head in 
each family, and about Bs. 100 j>er family. The total agricultural debt 
of Jessore district was estimated at five croies during the vSettleiuer.t 
operations. At this rate, the total agricultural debt of the province will 
be about 150 crores. Out of this, not even 10 per ceni. is responsible 
for permanent improvements. Nearly 70 per cent, of this loan is 
required for expenses of cultivation and for subsistance during the 
months of March to July and 20 per cent, for marriages and other 
festivities. 

(r) The chief defect in the present system of agricultural financing 
is that there is no arrangement for agriculturists getting money in time 
of need and in consequence they have to submit to the demand — however 
exorbitant — of the financier, at times of need. The agriculturists them- 
selves are also to blame to a large extent on account of their improvident 
Iiabits. 3’hey do not know liow to lay by. They are illiterate and have 
to spend several months in the year in great distress (from March to 
July), and so when they get the money in August or January, they 
do not know how to sjyend it properly. None of them keep any account}^ 
and tliey are taxed by so many creditors during the crop time, (iimlui- 
jans, landlords, shoy>-keepers, etc.) that they can scarcely think of laying 
by anything for future. After meeting the demands which they cannot 
put ofi they tliink they (an freely sfKuid the rest in extravagance and 
luxuries. If they can put off payment of interest on a debt, they think 
they are fortunate although such putting oft' may mean compound 
interest at an exorbitant rate. 

The only way I can suggest of helping the poor and illiterate agricul- 
turists is by compelling them to save some money every year by 
legislation. Unless the Government comes to the rescue of the illiterate 
and improvident cultivators there is no hope of redemption of their 
debts. 

The eo-opeiative societies should play the part of Court of Wards in 
respet of its members and should be able to prevent the members from 
incurring outside loans and should have a programme of clearing off all 
the debte gradually and should at the same time finance agriculture* 
The Chairman and the Seo elary of the society should be their friends — 
philosophers and guides of every member and should not only arrange 
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fiHi^cing them throughout the year, but ehoiild ah# gi*adually ijlear 
off all the debt8 and coiupuI«!»orily save some money for eaoi^ memb^. 

There should be arrangement for cattle insurance and insuraticief 
against flood and draught and the agriculturists should be compelled to 
insure their cattle and crops. 

The ordinarj^ type of co-<3perative so(ueties should be replaced bv sell 
financed so<uetie« gradually and the money thus set free should be 
utilised in, tapping less advanced areas, fielf financed societies should 
be organised on the express nndei’standing of discontinuance of outside 
financing after 10 years. Besides part of the profit goiiig to the reserved 
fund, every member should jiay at least Its. 2 each year to the reserved 
fund as subscription, in addition to compulsory deposits. 

It will be easier to realize crops as subscription than money and the 
crops can also be sold at a profit, only a few months laier. I W'ould thus 
recommend (‘ombined cre^lit and sale societies which is likely to increase 
the profit of the co-operative society more quickly. 

QliastiOfI 2i (/) The present method of marketing principal crops is not 
based on any organised system. Each individual agriculturist takes his 
crops generally to the nearest market and sells at the higliest price offered 
on tliat date. He st-arcely keeps any information as tu the rise or fall 
of piices and is entirely at the mercy of the purchasers. In backw^ard 
areas crops are purchased from the agriculturists’ home by heparies a ltd 
Jarins at an appreciably cheaper rate: 

The ordinary agriculturist is unable to hold up his c rops for a better 
price chiefly owing to financial stringency. He has to satisfy all hia 
creditors and landlords and has also to bear the (‘Ost of subsistance by 
^^elling crops, which is his only income. He has no reserve savings on 
wdiich he can fall back and wait for a bettei* pii(‘e, nor is money avail- 
able from any bank at a reasonable interest. Besides that he is not at 
all sure that by w aiting for a lietter price, he w^ill actually get it. The 
price of paddy has become more or less steady but that of .jute is always 
runcertain and to w^ait for a l>etter price of jute is jmre and simple specu- 
lation, which not unoflen brings ruin to individual agriculturists. The 
ordinary agric^ulturists therefore do not show mucli keenness for waiting 
for a better price and sell off the crops gi*adually wdienever he is in need 
of money. There are however bigger agriculturists w ho do hold up and 
w'ait for mouths and sometimes even years for prices, but their number 
will not be even 5 per cent. 

(ii) It wdll be a huge task to form i)ools and to organise co-operative 
offort in marketing piT»duce. The value of such pool and effort wdll be 
inapprecnable unless the whole body of agriculturists of the country 
make a combined and organised attempt and unless there be funds to 
finance them. 

(m) I have some knowledge of the co-operative sale societies of the 
province and I must say with i*egret that very feAv of them proved 
successful and even these that are know'n to be successful to-day may at 
any moment collapse. The existing sale societies are all isolated and 
not linked with any central organization. The recent attempt at 
organising jute sale societies has not yet proved a success. The business 
in is largely based on speculation, and so it is the considered view 
of haany that the poor agriculturists should not take part in speculations 
whieh at any monient maj bring ruin on them. Besides that, unless the 
^le societies be linked up with a central organization and the whole 
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ccmUtry be studded with such societies all working loyally in aecprdanoe 
with the diiwetions o£ the central organiaution^ there is little prospect 
of' fmy appreciable benefit to the agriculturists. Then again there is 
always diffaculty in securing reliable salesmen for sale societies. 

(vi) (6) It is true and very trye that ihe grower of produce in India 
does not full value fur his produ<‘e owing to spe<*ulation among buyei*s 
and this iws particularly noticeable in the (*ase of jute. In one year jute 
purchased in Bengiil at Ks, 10 per luaund was sold at Hs. (54 at Dundee. 
The jute speculation is pioving niinous to the raiyais who, in the hope 
of getting good pji<*es have been spending a lot of money over the grow- 
ing of jute bu< sometimes ii so happens that he fails to realise even the 
cost of production. It is time that ihe tiovernment should (ome to the 
lesciie of the poor raiyat and save him from the luinuiis lesult of 
speculation and unholy combination among buyers. The cause of abso- 
lute un<‘eitaJijty and ttie sudden rise and fall of the prices of jute should 
be enquired into and steps taken to make the price more steady like those 
of other crf)ps. 

Question 3. (?) The value of jute land in Mymensingh district varies 
from lls. oOO to Its. per acre, and that of paddv land from 11s. 100 

to 11s. 500. 

tioocl lands fetch the same value in auction sales as in private sales. 

Question 4. (i) Idiere is no legal impediment to mortgage of land and 
agricultuial holding in Bengal, and now that the holdin^is liave become 
tiansferable accordinji to the new amendment of the Bengal Tenancy 
Act, the mortgages are now (piite sate and secure. 

(//) The amended Bengal Tenancy A(*t has not yet succeeded in en- 
hancing the credit of the agriculturists — although in course of time it 
may. 

(Hi) The smallness and fragmentation of the agricultural holdings 
does not .stand in the way of establishing long-term credit institution, 
but creditors are unwilling to accept umlivided shares ol holdings m 
security for loan and the interest of most ut the agriculturists is uu* 
divided, altliough by mutual arrangement with (‘o-sharei's they possesis 
specific plots of land. 

(ir) Theie are no purely laud mortgi^ge banks as far as 1 am nvvaie 
in Bengal but the j)rivate loan officers at the liead(|uarters of districts 
and subdivisions generally keep mortgage of lands as sciuuity in 
granting loans. 

(vi) In my opinion the co-operative societies should keep mortgage 
of all the lands of the members and should take the responsibility of not 
only clearing off all their <dd debts but also, of financing each individual 
members for agricultuml rw[uirenients and subsjstance. Members 
should by law be prevente><l from incurring any tmtside loan and they 
should to all intents and purposes be placed in the position of encumbcj- 
ed wards of an e.state under the court of wards, the so< iety playing the 
pai-t of the court of wards, by taking c harge of all propeHies and liabili- 
ties. Notice of all mortgages should be given to landlord through court 
and in case of de<u*ee for a near rent the mortgagee should be made party 
an all cases by the landlord. 

(vii) (a) It is desirable to keep record-of-rights up-to-date by airang- 
ing for its perpetual niaintenance. 



(i)..Gertifi(‘ate offioers undw the I’ublic Demands Becovery^^/4^ 
should have special powers of foreclosure and sale on applicatioii bjr 
land mortgage cooperative societies. i< > 

(c) Cost of process of law as well as of registration and certificate 
should be reducted to 25 per cent, of the ordinary cost. / * 

(rm; The working capital of the proposed inort|fage banks should be 
initially derived from the funds of central institutions or Imperial 
Banks but gradually replaced by deposits and reserved fund money of 
the lianks. 

{ix) If it be necessary to secture money by debenture bonds, both the 
capital and interest should be guaranteed by Government, otherwise 
money will not be forthcoming easily. Mortgage of land will be suffi- 
cient sec-nrity for Government. Only those agriculturists whose debts 
are not beyond redemption should be accepted as members of co-operative 
land banks and the banks should have powers of taking usufructuary 
mortgage of the lands of it.s members. 

(jr) The interest charged for loans gnuited on mortgage of holdings 
should be 9J per cent, but Government should not guarantee more than 
six per cent, interest. 

Question 5. (t) W e estimated the agricultural indebtedness of the 
Jessore district in the course of settlement operations in 1922 to be about 
5 croies and I estimate the total agricultural indebtedness of the 
province to be something like 150 crores. 

{ii) The manner in which the estimate of indebtedness was made in 
respect of Jessore distiict will be clear on reference to the economic 
chapter of the final report of the Je8,sote district and I cannot suggest 
a better method. 

(rr) My idea is that 70 per cent, of the debt is incurred directly or 
indirectly for agricultural purpo.ses and subsistence, 25 per cent, for 
marriages, litigation and other luxuries ami only five per cent, for agri- 
'cultural improvements. 

(r) Only five per cent, of the debts is due to co-operative .societies, 
10 i)ei' cent. 1o loan offices and the remaining 85 per cent, to individual 
bankers, of whom about 40 per cent, would be richer agriculturists or 
landlord and the rest are men of profession (such as merchants, pleaders, 
muktears) and professional money-lenders. 

(cf) Agricrdtural indebtedness is fast increasing, but the price of 
agricultural land is also increasing propoitionately. The increase in 
agi-icultural indebtedness is not so noticeable from the figures of the 
registration offices as the lands are gradually passing off to non-agricul- 
turits and richer agriculturists who after a generation will cease to be 
agriculturist in the true sense of the word. My idea is that the land 
is gradually accumulating in the bands of non-agriculturists and richer 
agriculturists who have little or no debts at all. 

ivii) I^and improvement loans are scarcely allowed in Eastern Bengal. 
Agricultural loans are also allowed very sparingly and only in y-ears of 
scarcity. 

{viii) The interest charged for land improvement and agricultural 
loaijfs is only per cent, so the agriculturists would be only too glad 
if these lotins were allowed freely. But the diffictilty of Government i» 
that it has not got unlimited funds for grant of theM loans and has to 
heep itself within the budget. But if the agriculturists are to be really 
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Government should raise loan at seven per cent, (and it can 
•easily get any amount of money at that rate) and should grant land iin> 
prhvement and agricultural loans at per cent, keeping a margin of 
5j;|>er cent, for meeting the cost of loan distribution and collection and 
irrecoverable loans. Government could as well distribute these loans 
through co-operative societies, Imperial Banks or central co-operative 
banks. 

(ix) The Kabulis scarcely lend money in the Myniensingh district, 
but they do a good deal of credit sale of clothes and make undue profit . 

(xi) The Usurious Loans A.ct is more or less a dead letter in this 
part of the country. The courts scarcely interfere unless the interest is 
extraordinarily high. It is time that the Usurious Ijoans Act should be 
amended and should definitely lay down that interest at more than d7i 
per cent, whether directly or indirectly should not be decreed by courts. 

(xii) Standard rate of interest should be fixed by legislation for 
secured and unsecured loan for the purposes of the Usurious I/oans Act. 

(xrii) My idea is that lands are fast passing on to non-agriculturists 
and richer tenants. It is within my knowledge that in Eastern 
Mj inensingh a very large proportion of raiyats have already turned into 
landless labourers. Most of them now’ work as fKni/ndtnn ui\d being 
poor men with no landed security, cultivate the lands as l>est as tliey 
can with their very limited I’esources. The haryadam are graduallv 
becoming poorer day by day owing to increasing cattle mortality due to 
scarcity of fodder, and unless the non-agriculturists, who get their lands 
cultivated by the bargadars, take upon themselves the responsibility of 
supplying cattle to the bargadars, within a short time the cultivated 
lands will gradually relapse to waste lands. The non-agriculturist 
holders of land, however, do not realise this and they w-ant to risk nothing 
and are loth even to supply seeds. They would not mind so much if the 
outturn be less, but what they want is not profit without spending any- 
thing over the land. This is, however, bound to entail huge economical 
loss to the country. If this process goes on for a long time, the real 
agriculturists, who are being reduced to the position of bargadars will 
be eventually wiped out, and then perhaps the rion-agricultural land- 
holders will try to get their lauds cultivated bv motor machinery at con- 
tract rates, but until the climax is reached they are not likely 
to do anything tow’ards improving the condition of the bargadars 
who not only supply the entire labour but also finance the cultivation 
wholly. It is unfortunate that the new' amended Bengal Tenancy Act 
slid not take note of the unforl unate position of the bargadars w'ho are 
really the bona-fide agriculturists and has definitely laid them down to 
be only labourers. 

Questions, (i) Except garden produce there is hardly any subsidiaiy 
industries allied or supplemental to agriculture in this pi’ovince; gur- 
making to a small extent is however, resorted to by the cultivators of date 
and sugar cane growing areas. 

(ii) The income of the agriculturists can he appreciably increased if 
they can be made to take to subsidiary industries seriously and in right 
earnest. Their conservatism and proverbial lethargy, however, stand in 
the tvay, and the only waj' to ovei-come these difficulties is not only lo 
inake primary education compulsory, as already under contemplation but 
also to make "it compulsory for boys and girls reading in primary schools 
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to leant at leasts kand spinomfif and weaving. There should also be 
provision f(^"tbe teaching of mat and cane work and also jpaddy-husking. 

In other words, primary' school should wiM at .iumiog out students 
who are likel}' to piove industrious and handworkiitg agriculturists and 
farmers with a true sense of the dignity of labour. 

(tti) Sewing, weaving, mat, cane work and paddy-husking if taught 
from childhood through primary schools will give sufficient employment 
to the agriculturist during slack sea,son aud will appreciably increase 
their income. 

Question 6 {h) There are no faidlities existing for obtaining loans by 
people who are not agriculturists and unless they have landed interest to 
mortgage they can’t expecrt any loan at ail except petty sums of Rs. 20 
to R.S. 1(XJ only. 

Question 7. (i?) Co-opej-ative societies as now existing are very much 
handicapped for want of sufficient capital. They do not get sufficient 
money for clearing all the old debts of the members and the result is tjiat 
the members have to keep connection with outside mahajans, and can 
hardly expect to get out of their clutches. It is absolutely necessary 
to arrange for sufficient funds for niral societies. In connection with 
question 4 (ci) I have given my suggestions how this can be done. 

(Hi) At least 120 ci’ores of extra capital will l>e retjuired for fully 
financing the co-operative movement in the province. 

Question 7. (a) iiH) Difficulty in getting the capital is the chief 
factor that operates against the rapid spread of co-operative banks in 
rural ureas. There is a real and earnest hankering for co-operative banks 
in rural ureas, but the diffi«!iilty in getting capital stands iti the way. 
The professional money-lenders would not deposit any money in such 
■ banks and few other people have money enough to keep in deposit in the 
co-operative bank. 

Part I Hr— Investment Habit and Attraction of Capital. 

Question 1. (i) Banks have to depend for capital on the following 
resources: — 

(a) Share capital. 

(h) Deposits. 

{(') Loans from other hanks. 

(it) For the whole province my estimate is 125 crores. 

(Hi) The Postal Savings Bank and the deposit system in all the banks 
including co-operative banks and societies, ai'e the most popular institu- 
tions in existence for encouraging savings and investment habit. 

(iv) Public have got full facilities for investment of their saving* 
but. illiteracv of the masses stands on the way of their taking advantage 
of those facilities. 

(i-) The existing facilities can be improved so fp as the masses ara 
concerned if village co-operative wcieties be permitted to invest their 
ressfrved fund and other money with the Postal Savings Bank just like 
individuals, without sanction fTOm higher authorities, 

(i?i) As far as I know, the habit of investing money in silver end geld 
ielett disappearing. 
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(m) P^ostal Savings Banks aftord all ppMble facilities to 
tbe public. ^ i ^ ^ 

(it?) It is (Hily professional men and men in service who resort to^ 
Postal Saviiif^ Bank Investiuenr* 

Quastion S. (t) I fully support the view that tlie banking and invest- 
inent habit in India is of very slow growth and I am of opinion that if 
the gi'owth is to l>e quickened some system of compulsoiy savings should 

devised specially for the illiterate masses who are proveibiaily 
improvident. 

(v) Illiteracy' and habitual improvidence are the principal causes of 
slow giwvth of banking and iiivestnient habit. 

(///) (Jeneral education will give the people some idea about the bene- 
fits of productive iiivestnient, but that will be of very little prai tit al help 
unless some system of compiilsoiy savings can be devised. My idea is 
it should be made (’ompiilsary for every member of a co-operative society 
to deposit at least Rs. 5 every year and tluU investment should by legis- 
lation be pi'otectiMl from attachment by any other creditor and should 
be re|>ayable only at times of urgent neetl with the special sanction of 
the Regisiiar of the Co-operative Societies. In fact it should be some- 
thing like tile compulsory (ieneral Provident Fund in case of certain 
Government and semi-Governmeut servants (e.g., settlement kaiiungoes. 
and Distric t Board officers). Unless (‘ompulsion be introduced in some 
form the investment habit will not grow quickly. 
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Mr. Satyendranath Dutt, Subdivisional Officerp Cox*s Bazar, 
district Chittagong. 

Part 1.— Agricultural Credit and Credit Facilities for Small Industries* 

Question 1 . (1) The ordinary agricultiu ist spends little for capital 

and permanent irnprovements of his land. This is due to lack of 
means and intelligence as well. Those wdio are better ofl' in both 
respects effect iinpiovementvS and meet cuipital expenditure from their 
own savings, or by loan from co-operative society, loan office or from 
money-lenders. In tliis Subdivision construction and maintename of 
embankments to keeji off saline water is the first charge on the land, 
and is met from one of the abovementioned sources. 

(a) and (c) The agriculturist obtains finance by borrowing from — 

(1) Co-operative Societies. 

(2) Local money-lenders. 

(3) I-randlord money-lenders. 

(4) Joint Stock Banks. 

yii) Bates of interest charged vary from 12J to 15 per cent, by Co- 
operative Societies, and 15 to 50 per cent, by other lending agencies. 

Period of loans . — In co-operative societies short-term loans are^ 
issued for one year for small agricultural pui^oses, and long-term 
loans ior other purposes for 3 years. Other lending ageneies generally 
issue loans for 3 yc-nrs, but when lands are mortgaged the period 



240 


Tanges from 3 to 0 years or even more. Dadan system is i* practice 
in some parts. 

Natvre of security. — Ordinarily?. ei^er standing crop or land are 
mortgaged, loans issued solely on personal security being rare. 

About 80 per cent, of the loans are secured. 

(/u) Professional money-lenders practically monopolise even '^now 
the entire field of rural agricultural finance. Co-operative sc^ieiies 
are doing their little bit, but their numbers and the amounts they crfh^ 
lend out are insufficient. The other agencies have not so far affected 
rural areas to any appreciable extent. 

(tV) The question of financing rural agriculture can only be solved, 
in my opinion, by. starting co-operative societies throughout the 
country in large numbers. Their only function should not be to lend 
out money, but also to create a habit of saving and depositing the same 
instead of hoarding. 

Question 2« (»') There are some big marts in which crops are pur- 

chased by dealers coming from outside. Raiyats having their hou.se3 
close-hy or within reasonable distance lake iheir crops to tlie marts 
for sale on market days. Others wait idly at their houses with cf4ps 
for dealers to turn up to that qviarter. 

The raiyat is wholly unable to hold up his crop for a better price, 
for, firstly, he has no means of knowing that ley wailing he will get 
n better price or any price at all (sinc e, no dealers might come that 
way at all that year and in that case he may be left ssiddled with his 
crops); secondly, he has no saving to fall hack uj)on even if he has a 
mind for a letter price. Demand for money for payment forthwith 
•of rent and debts is insistent, and the poor raiyat has got to sell his 
crojMt for whatever price piiiehasers aie. pleased to offer. 

' (li) Pools of raiyats for sale of their crops to be successful in their 
efforts have to l>e of necessity somewliat large size with sufficient funds 
at their back, btit even smaller pools confined to one village are hound 
to improve the position of selling raiyats. I should think that co- 
eperative effoid in this line has great possibilities. 

(lit) There is a co-operative sale society at Kutubdia in this Sub- 
division. It is financed by the Cox’s Bazar Central Bank and it does 
not experience much difficulty in obtaining sufficient funds. Its 
■object is twofo'ld ; (o) to sell things of ordinary use by raiyats, specially 
kerosene oil, at a fair price, so as to reduce the exorbitant prices 
•demanded by shopkeepers before starting of the Society; (h) to pur- 
<-ha8e locally paddy when prices ai;e low, and to sell it oft’ again when 
prices are high. It has succeeded in its first object of reducing prices, 
but has not been able to draw any large customers as no credit sales 
are allowed. So far as the second object is concerned, it has been un- 
flucceseful so far. Even if it succeeded in gaining its objective, the 
lot of the raiyftts would not be improved, as its intention is not to give 
-them better prices for their crops than they were getting before. 

(it:) The raiyat should have facilities of giving over his crops to his 
«)ciety which would advance him money thereon to meet his immedi- 
Ate Dteeds. The Society should arrange for sale of crops deposited 
by its memlwrs at the best market and credit piw^ds in their res- 
^wtive acc \iiits. The fund o* the Society will consist of sale-proceeds 
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of Aares, tleposits of members ami loans from central banks. These 
facilities are How wanting. 

(vi) (6) It is undoubtedly true that the glower of produce in India 
does not get the full value for his produce on account of the spi^nilative 
buying and stdling activities of firms and companies who deal in the 
export trade and on account of the control of prices by tliese bodies and 
the wTiole host of middle men brokers. I bis is particularly exemplified 
in the ease of jute, the price whereof is regulated by a combination of 
a- few firms against wdiom the raiyats, disorganised and scattered 
over a big area enjoying no credit facilities, (‘an have no chance of 
getting a fair price for their produce. To ensure a better return to 
growers, it is necessary to organise tliem into combinations anti lo 
furnish tliese combinations with sufficient funds. 

(vii) llie lack of banking facilities to persons engaged in the move- 
ment of the ])rincipal crops is due mainly to the position of monopoly 
enjoyed by buyers by virtue of their lietter position numerically, 
financiall,\ and intellectually, and to the disorganised position of 
selleis and their lack of credit individually. 

Question 3. In ('ivil Court Rs. 190 is taken as valuation of all 
clw^es of land for an acre. 

In purchase by private negotiation the value ranges from Ils. 70 
to Ils. 190 per acre. Land in this Subdivision is either jungly reciuir- 
ing constant watching of crops from depredations of wild animals, or 
is subject to inundation by saline water and thus requiring embank- 
ments. A'alue of land is thus atfecdeil by these two factors. Ordi- 
narily, land without embankment is not fit for cultivation, and carries 
nominal value. 

Value of land in (rovernment auction for non-payment of revenue 
is in majority of (*ases the actual arrears, while in the event of sale by 
court decree it does not ordinarily exceed 10 tiiiies the annual rent. 

Question 4. (/) There is no legal impediment to the mortgage of 

land and agricultural holdings, 

(?/') The amen^led Bengal Tenancy A(*t has increased the credit of 
the agriculturists, as the mortgagee feels more secmrity in the legal 
right conferred on the agidculturists for disposing of their lands with- 
out having to secure permission of landlords. 

Question & (vii) I^and Improvement loans are given very sparingly 
and Agriculturists’ loans also only on occasions of serious failure of 
crops on a large scule. There is a vast field for granting of these loans 
to the great benefit of agriculturists. 

(riv) I am for starting of co-operative dharrnagolas, from which 
meral>ers can take loan of seeds and paddy in normal times on small 
interest. 

(.ar?;) 50 per cent, is the ordinaiy rate. 

(,Tvii) Quite a number of efficient farmers are every year being 
turned into tenants-at-will through the process of the enforcement of 
old debts and landed property passing into the hands of the creditors. 

(a^viii) This process is going on systematically, and it does certainly 
take away from the actual cultivator the incentive to produce more and 
in an efficient and better manner. 
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6 * (i) Baisket-making, Our-making and spinning on a 

small Hcale are the only subsidiary industries supplemental to agricul- 
ture existing in tliis Subdivision. 

(it) Absence of easy means of communication for transport is the 
special drawback in the SuMivision, besides the lack of education, 
training and organisation of agriculturists as in other places. 

(ni) There are no end of enteiprises which would give them work 
to fill up their spare time, if they could only be trained to them and 
markets are found for the products. 

(rr) Co-i)perative Societies should furnish the capital reiiuired. 

Question 6A. (/) Small industries are now financed generally with 

private money belonging to ihe businessman, himself, or with money 
borrowed from professional money-lenders, or fvohi banks. 

(//) T W'ovild suggest establishment of spec ial banks for financing 
these industries. 

Question 6B. ^0 Mainly, professional money-lenders, and to a 

small extent banks. 

(ii) Money is generally borrowed for unpTod\i(‘tive purposes such 
as meeting expenses for some social ceremonies or the like. The rate 
of interest varies from 15 to 50 per cejit. 

{Hi) It is probably on the increase. 

Question (//) The co-operative societies have been able to draw 
very small deposits. (\inse<{uently, they have to depend wholly on 
loans from central and provincial banks which can hardly meet their 
demands. 

{Hi) An extra capital of Its. 10 lakh^n would be an under estimate, 
in my opinion, for financing the co-operative movement of tin’s Sui)- 
di vision alone. 

Question 7A. (/) I do not find any reason for central banks not 

granting loans to indiA^iduals and depositors, piovided they have suffi- 
cient funds for the purpose after meeting all demands of loans from 
Soc'ieties affiliated to them. The Central Banl: here is not in a posi- 
tion to meet even legitimate demands for loans from its constituent 
societies. 

Question 7B« (f), (H) and (iH) Co-operative societies have to an 

appreciable-extent reduced rates of interest in rural areas, and have to 
a very small extent replaced professiional money-lenders. There is 
still a vast field for co-operative activities, and among the factors that 
operate against the rapid spread of co-oi>erative banks in rural areas 
are dearth of officers and unhappy selection of officers entrusted with 
responsible work of organisation and initiative. 


Part I Hr— Investment Habit and Attraction of Capital. 

Question 1. (r) Rural Co-operative societies are now treated wholly 
aS lending concerns. Attempts should be made to use them as invest- 
ment centres. 

(vi) I should not think there is now" much investment in silver and 
gold. Ideas have greatly changed, and the educated classes have now 
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far better ideas of investment than lorkinjj^ their spare money in showy 
ornaments. 

QuestiOfl 2« I’ostal Casli Certificates do not appear to he [mpulur 
in this Subdivision, the main reason being probably ignorance. More 
propaganda in the shape of vernacular postei-s and bwklets would he 
useful. 

{Hi) Post-office Savings Banks work on extremely rigid lines, and 
the public more often than m)t feel difficulties in doing business with 
them. 

(Z?;) The educated middle classes mainly resort to them. 

(/') Other classes may be attracted by raising the rate of interest 
and relaxing the rigidity of rules consistently with safety. 

Question 3« (in) Educated classes woiild invest tlieir money in the 
nearest bank and leave it there till witlidrawn to meet expenses of 
education of children, or of marriage or some such socdal ceremonie», 
or of some unforeseen ( barges (e.g., medical expenses). Uneducated 
classes (‘overing the agriculturists liave rarely the habit of investment 
and would rush to spend tlie moneys on anything they would take a 
faiu y to. Where the habit is otherwise, the money would be boarded 
and baried somewhere or kej)t unused in a safe as a bait to robbers. 

(Zr) Farmers do not ordinarily lend to fellow agriculturists. There 
is very little of capital among the indigenous population, and what 
little there is, it lies dormant. 

Question 4, (Z) and (ZZZ) Educated (‘lasses are getting ai'ciistomed to 
the use of che(|ues, and every attempt should be made to extend their 
use as far as jiossilile. As a beginning, payment of over Rs. I(l() may 
be made tlirough checpies, and people familiarised with their use. 

Question 5. (ZZZ) While propaganda l)y (lovei'ninent in regard to 
Government loans would not affect any but the upper classes of Society 
who are, as it is, already well informed in these matters, it is essentially 
necessary to edu(*ate the lower classes with small savings as to how they 
can save ajid invest the same near at home. This can be effectively 
done by a spread of (k)-()perafive Societies in rural areas and training 
people to look upon them more as investment agem^ies rather than as 
lending bodies. 


39. 

Mr. A. R. Maliki M.A., B.8c. (Edin.), Deputy Director of 
Agriculture, Northern Circle. 

Part I. — Agricultural Credit and Credit Facilities for Small IndustrieSir 

Question 1 . (Z) For the purposes <‘overed by clauses (a) and (h) 

the agriculturists usually take loans from local shahas, mahajans and 
banks. Some zaminders and jotdars have also taken to moiieydending. 
For purposes under (c) they have learnt that money can be obtained 
from the Collector of the district on joint-bonds under the Agriculturists’' 
Loans Act. 

(ti) The rate of interest varies on larger suin.s from 9 to 18 per cent, 
and on smaller amounts and shorter terms from 2| to 4 pice per rupee 
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per month whi(;h works out to nearly 47 and 75 per cent, per annum* 
The security is either the standing crop or landed property. 

(m) The agencies mostly accessible to the cultivators are the pro- 
fessional money-lenders, indigenous banks and local merchants. The 
co-operative banks, wherever started, are gaining popularity; but they 
have received a set-back in the Pabna district on account of the 
several and joint responsibility of the members of a rural bank 
when certain iinscrupulous directori? caused liquidation for which 
others were held responsible. 

(iv) Cannot give an estimate. 

(v) There is no control over indigenous bankers or money-lenders 
and the interest is usurious. 

The remedy would lie in cominilsorv iegistrati;>n of all kinds of 
money lenders and the fixing of the maximum rate of interest that can 
be charged for different puiposes. When the money-lenders are regis- 
tered their books should be liable to inspection and verification, in a 
few cases, by enquiries from borrowers. 

(vi) No co-ordination at present exists among the various credit 
agencies, and as interests are selfish such (M>-ordination will lie veiy 
difficult, if not impossible. 

Question 2« (?) In general, principal crops are sold to iniddlemen 

in the nearest town or market place. 

The raiyat is unable to hold up his crop for a better price as, being 
indebted already, he wants ready (‘ash at tlie earliest possible time, to 
redeem bis debts. Moreover, his sole source of in(‘ome being his crop, 
he must sell the imrtion not required for home consumption for buying 
other necessities of life. 

(it) Pooling system should w'ork very well in conjtinction \vitli the 
co-operative banks if the raiyat could get money from the banks for 
his other ne<?essities at a nominal interest just to ('over pi'oportionate 
cost of storage. 

{Hi) The cooperative sale societies worth the name are only in 
respect of jute and no other crop. At Naogaon the Co-operative Agri- 
cultural Association purchased paddy at liarvest and sold at next sow- 
ing time but this, strictly speaking, is not co-operative purchase and 

sale. 

(iv) No such facilities exist but the rural co-operative banks would 
be useful here. 

(vi) (b) If suggestion ih true as is evident from the (?o-operative jute 
sale societies which can give a better return to their members than 
the Marwaries or other purchasers. 

(riii) Money is remitted through postal money-orders and drafts of 
the co-operative banks but the draft system although much cheaper is 
not widely known or spread. 

(?'.r) Illiteracy of the raiyats and poor publicity are two drawbacks. 
Banking sense should be created and a network of rural banks spread, 
eatffi controlling 10-mile square area approximately. 

QllOStion 3t (?) The value of land varies from Rs. 20 to Rs. 200 
in different parts of the same district (Dinajpur) while in move pros- 
perous centres it goes up to Rs. 500 or more per biglia. 
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iit) Factors affecting the value of the land are— 

(1) productivity of the soil, 

(2) proximity to a hat or market place, 

(3) proximity to means of communication, i.e., railway road, 

river and 

(4) incidence of natural advantages, i,e,, rainfall, elevaiion, drain- 

age. 

^ Qll6$tiOI1 6* (z) Some indiistries allied to agriculture exist in 

Northern Bengal but they are either big, such as the rice mills at Hili, 
Panchbibi, Rajshahi ; or very small for home consumption only. Rice 
milling as a small industry to give an additional income is not appre- 
ciable. 

Dairy farming, none in an organised form but of (uiurse gowalas 
with a few cows exist everywhere. As an industry, however it exists 
in a small way at Nator and Shahzadpur (Pabna district). Ghee-mak- 
ing in Thakurgaon (Dinajpur district) and Shahzadpur (Pabna dis- 

Qur-making in Thakurgaon (Dinajpur district) and Joypurhat 
(Bogra district) more generally and in Rajshahi Sadav, Rangpur and 
almost everywliere to a slight extent. 

Garden-produce, every whei'e. 

Cotton-ginning, no where in Northern Bengal. 

Sugar-refining, no where in Northern Bengal. 

Hand-spinning, very little. 

Fishery, everywhere to a small extent but on large scale by special 
class of fishermen. 

(ii) By a closer co-operation between Industries and Co-operative 
Departments an intensive survey and proi)aganda might he done and 
when industries are established marketing may be done through co- 
operative sale societies. 

(///) Food and clothing are two main necessities for a man. The 
chief business of a cultivator is to produce food and thus be self- 
supixutirig in this respect. If he learnt the art of ordinary weaving 
he could produce his own (lothing too. He would thus require very 
little to spend money for. 

(ir) If the working capital is advanced like agTi(*ultural loan on 
nominal interest and then realised in six to ten years, many indusitries 
would be started by honest people. 

(r) Co-operative banks could easily render this service. 


40. 

Mr« Nirmal Deb, District Agricultural Officer, 24-Parganas. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (/) (a) Loan from mahajans, co-operative banks, and 
zamindars, and also from merchants by vray of advance for the crop 
especially in case of jute. 

(h) Loan from mahajans, co-operative banks and zamindars. 

(c) Loan from inabajans, and also to some extent from the Kabulis. 
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(li) The rates of interest vary from 12J per oent. to 37^ per cent, 
according to the source and amount of loan and the nature of security 
tendered. No time limit is ordinarily fixed, but generally it is from 6 
months to 1 year. I/and — ^agricultural or homestead — is genemlly the 
security given and accepted. 

Approximately 60 per cent, of the loans are secured and 40 per cent, 
unsecured. 

Question 2> — (i) The present method of marketing principal crops 
is : — The raiyats dispose of their produce to the agents of merchants 
or to a class of middlemen locally called faria, who in their turn take 
the commodities to bigger centres or to Calcutta where they are sold off 
U) big merchants. 

The raiyats are unable to hold up their crops for bettor pri(;e because 
they require ready money to pay off the zemindar’s rent and the 
loans taken and also to purchase the necessaries of life. 

(n) There are immense possibilities for formation of co*operaiive 
sale societies to get over the al>ove difficulties. 

{iit) Yes, there are some co-operative paddy sale Societies in this 
district. They are constituted under the Co-operative Societies Act. 
They are finam'ed at present by the Bengal Provincial Co-operative 
Bank. To my knowledge they do not experience any difficuiiy for 
funds. 

(iv) If only some arrangiements could be made for financing the 
raiyats to meet their requirement of ready money they would be cap- 
able* of holding up their produce for a better i)rice, l>iit at present 
there are no such facilities for them. 

QuUStion 3t — (0 The price of paddy lands ordinarily varies fiom 
Hs. 250 to Rs. 350 per acre and that of uplands capable of producing 
2 crops a year, Rs. 3(K) to Rs, 500. 

(ii) Tli^‘ value depends on several factors, viz,, fertility of the soil, 
situation of the land, facilities for irrigation, terms of tenancy, etc. 
In case of (b)vernTnent auction or sale by court decree the land gener- 
ally fetches poor price, because there is then no genuine demand for the 
land, and the biddejs try to take advantage of the situation. Such is 
also the case in purchase by private negotiation when the seller is 
obliged to dispose of his land to clear off his heavy debts. But in 
bona fide transuctioius a fair |)rice is generally obtained. 

Qumtion 5. — (/) No. 

(ii) It is doubtful whether any estimate of the people’s indebted*- 
ness could be obtained from the actual persons who are in debt. A 
fairly accurate estimate can, however, be obtained by any responsible 
officer of (jovernment, from the co-operative societies and professional 
money-lenders. 

(r) The debts in the iiiral areas are mostly due to either the co- 
operative societies or professional money-lenders. 

(ri) Agricultural indebtedness in this district appears to be increas- 

(i.r) Itinemnt Kabuli money-lenders are indeed found in this dis- 
trict, but they are found more in the urban and industrial areas than 
in the rural ones. They generally lend small amounts of money with- 
out security at high rate of interest. They call on the debtors now 
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and then and demand the interest. Their peculiarity is that they are 
not so keen on getting back the principal. 

(,rtv) The best solution would be if the Government thiHmgh the 
Circle Officers or the District Board ihrough the union Boards or the 
central co-operative banks through the rural co-operative societies 
could advance the seeds or paddy on condition of repayment after 
harvest either in kind or in cash, with an inciease, of course, by way 
of interest. In case of repayment in kind the grains can be collected 
at some central place, e.g,, Union Boards’ office or the Co-operative 
Societies’ office and either advanced again or sold off in (*ash. 

(rr) The paddy is returned after harvest with an increase of either 
a quarter or half the (piantity advanced. 

" For loans of small amounts or for indefinite periods the inter- 

est is generally cahmlated at the rate of 2 pice per rujiee per month 
or part of a month. For larger loans the rate of interest is generally 
calculated at to 25 per cent, per annum ac(‘ording to the nature of 
securities given. In case of heavy arrears the debtor is made to i^ell 
either his moveables or the land for clearing his debt. 

(\rr/V) Yes, to a considerable extent. 

{.cviii) Yes. 

Question 6. — (/) Kxeepling dairy-farming, gur-inaking and inarket- 
gardening to small extent practically no subsidiary industries exist 
among the raiyats in general. 

(iil) Allied industries, like jute-spinning and hessian-weaving, rope- 
making, maniifa(ture of (‘ouniry sugar from molasses, rice-milling by 
sinai] inacln’nes, et(‘., and also indtistries like boneo iii>h'ng, tanning, 
maivufaclure (»f washing soap, etc*., which do iu>t require any large 
capital and which have plenty of scope in every village, can easily be 
introduced. 

(iv) Capital for such enterprises can lx* secined from the Central 
Co-opeiative Banks by organising tli<e raiyats taking up the^e indus- 
tries into a Co-operative Industrial So(dety and affiliating the society 
to the Central Bank. 

Question 6 A. — (7) By loan from professional money-lendei s . 

(//) By organising them into Co-operative Industrial and Sale Socie- 
ties and ol)taining advance from Central ( 'o-operative BankH for pur- 
chase of raw materials and repaying after sale of the produce. 

Question 6B« — (i) T^oan from mahajans and Kivbulis. 

(//) Mostly for some unproductive purposes like marriage or any 
other social function, litigation, medical treatment, payment of kind 
revenue or rent, etc. 

The ordinary rate of interest on the secured loans is \2h to 18? per 
cent, and on unsecured loans the rate varies from 25 to 37^ per cent, 
according to the nature of securities and credentials of the borrower. 

{Hi) The Co-operative Banks can help them a good deal by mor^ 
extensive organisation of credit societies among such people, 

iiv) The indebtedness appears to be on the increase. 
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SSr. N. Bose, District Agricultural Olllcer, Khulna. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (?’) The agiiculturist obtains finance principally from 
the money-lenders and landlords, while a limited portion through the 
rural co-operative societies. 

(a) Same as above. 

(h) Ditto. 

(c) Government grants Takavi loans when failure of crop is general, 
otherwise as in the foregoing paragrai>hs. 

(«') The rates of interest charged vary from 25 to per cent, in 
cash or 50 per cent, in kind for a period of 6 to 8 months ; all such 
transactions are unsecured. 

(Hi) Takavi loans are granted by Government in case of famine, 
cyclone, flood and other general calamities only. I^oans under Land 
Improvement Loans Act, et(5., are granted to a very limited number of 
persons, the funds at the disposal of the Collector being totally inade- 
quate to meet ordinary demands. The Imperial Bank does not cany 
on any business in this distri<d. Since the Bengal Tenancy Act of 1929 
joint-stock companies have been lending some money. Co-operative 
banks issue loans to the members only. The professional money-lenders' 
business in this lespect is the largest. 

(iv) Without thorough suiwey it is veiy diflScult to come to any 
estimate. 

(v) The present system of financing agriculturists by the Goveiu- 
ment under Land Improvement Loans Act is defective for the follow- 
ing reasons: — 

(o) It is a shoit-term loan. 

(5) Funds at the diiiposal of the Collector is insufli<‘ient to meet 
ordinary requirements. 

In every village, best agricultural lands are mostly possessed by 
the bliadralok class, who are directly ur indirectly connected with 
agriculture. Owing to their straitened circumstances these intelli- 
gent people are not in a position to follow improved methods of agri- 
culture. If the funds at the disposal of the Collector are sufficiently 
increased and long-term credits (say for 10 years) are given to the 
l-een agriculturists belonging to bliadralok class and raiyats, immense 
benefit is expected to be derived and the intricate problem of unemploy- 
ment among bliadralok class would be solved to a certain extent. 
Vigorous propaganda for organising rural co-opeiative societies should 
be made throughout the length and breadth of the disti-ict for broad- 
casting co-operative spirit and increasing these institutions for improv- 
ing the financial position of the rural population. 

(vi) No, there is much scope for improvement in that direction. 

Question 2,—(i) The principal crops of the district are marketed 
through the middlemen (farias) who make their purchases from door 
to door and insert themselves between actual growers and regular 
traders (bepari). The growers cannot hold their crops on account of 
poverty. 
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(it) The growei's require financing in order not to be forced to sell 
their crops too early. It has been found that if this be done it simply 
means that speculators step in and secure the grains and hold it lor 
higher prices. Vigorous propaganda for organising co-operative sale 
and supply societies in suitable centres should be made. Formation of 
such societies should prove more beneficial to the actual tillers of soil 
than formation of pools. There is much scope for marketing produce 
on co-operative basis. 

(rii) There is no sale and suj)ply society in this district. 

(rv) The problems of finance are indissolubly limited with market- 
ing as an integral part of production. Much of tl)e obstacles will be 
overcome if the co-operative spirit grows. The growers must l>e pro- 
tected from unscrupulous money-lenders and from tlie necessity of 
forced sales. 

(r) There is no foreign trade w’ortb mentioning in the district. 

(ri) The local traders and big merchants do not carry on their 
business with the local banks of any class as there is no facility for the 
same. 

(ri) ia) Financing is done by the money-lenders and their rate 
in such cases is between 12 to 18 per cent, on the security of im- 
movable properties. Kural co-operative lianks and cential co-operative 
banks may get sufficient deposits if they agree to })ay 8 to 9 per cent, 
interest and tliej^ may invest this money at 12 to 15 per cent, on 
proper security. 

(rii) It is mainly due to borrowers’ lack of credit and the timidity 
of the advancing banka. 

Question 3« — (i) The values of land for different kinds of cro]) in 
this district are as follow^s: — 

Average cost per acre. 

(a) Paddy lands ... ... 300 

ih) dute lands ... ... 600 

(it) (rt), (h) and (r) Purchase by xirivate negotiation is free from 
legal difficulties, e.g., setting aside the sale and sub-infeudation. 

Question 4. — (?) Formerly non-transferability of agricultural hold- 
ings and at present a premium of 20 per cent, aie impediment to the 
mortgage of lands. 

(ii) Jfot very much. 

(iit) It affects only to a small extent. 

(ir) No. 

(ri) If the rural co-operative societies get large reserve they may 
invest this on long-term credit or advanc^e for the purchase of imple- 
ments and cheap machines on prciper security. Co-operative bank» 
may get sufficient deposit if they agree to pay 8 to 9 per cent, interest. 

Question 6.— (?) Mo. 

(n) By selecting a particular village and making a thorough survey 
of it. 
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(vf) Agricultural indebtedness to the best of my knowledge is in- 
^creasing day by day. 

(vii) Very little. 

(viii) See reply 1 (r). 

0>) Yes, these people grant loan promptly on pro-notes wliicSi they 
realu^ at the point of their stick and they always ask for the interest 
and rarely for the principal, and their rate of interest is 2 annas per 
rupee per month. 

Oriv) By starting dharnia golas in each village. For loan of seed 
paddies it is desirable to start seed centres on Dewanganj lines. 

Cxv) Fifty per cent. 

{o'vn) It takes place all over the district. 

(ixviii) Necessarily it does. 

Question 6* — (i) In early days of British administration the princi- 
pal iruhistry of the district was the manufacture of salt and next to 
it was (late palm sugar industry. The former has died out long since 
while the latter very lecently. There are no organised industries or 
munuta(;tures except fish preserving. Date palm gur is manufactured 
in every village and good many people earn their livelihood by mat- 
makiug. Other industries, e.g., luind-spinning, rice-milling by 
dhenki, are insignificant cottage industries. 

(ii) Co-operative organisation among mat-makers would really im- 
prove their condition. 

(iit) Introduction of handy paddy-husking machine of the Indus- 
tries Department and sutil rope-making macdiine of Ihe Seraiiipore 
Weaving College may give employment not only to the farineis but 
also \o the middle class bhadraloks tor supplementing thcor income. 
’The unsold or inferior jute may profitably uiilised by the iinudiine. 

(/’r) The best course for seiuiiing working (‘apital would be to admit 
deposits in tlm Central Co-operative or rural banks on 8 to 9 per cent. 
Jntirrest. Co-operative banks may get sulficient reserve if they agree 
to pay alxjve interest and they may invest this money for various pur- 
poses. It must be noted here that befoje introduction of the above 
machines praciiiail demonstration before Ihe very eyes of the people is 
essential. The cost of demonstration in each district may l>e ()])tained 
partly from the exhibition grant of the Agricultural and Industries 
Departmenis, local exhibition funds if there be any and contributions 
from the District Board. 

{v) Co-operative* Central Banks and rural co-operative banks. 
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Mr. S. K. Dutt, District Agricultural Officer, Bankura. 

Piy*t I.— Agricultural Credit and Credit Facilities far Small Industries, 

Question 1 . — (i) {a) From co-operative societies and mahajan (local 
money-lenders). 

4,h) Co-operative Imgation So<nety and Government (Land Im- 
provement Loans Act of 1883) and mahajan. 



(€) ¥tom cooperative sooiety, tnahajans and (Government (Agricul- 
turiste’ Loan^ Aet of 1884)* 

(it) From — 

Co-operative Sa(>iety (to 10 or more individually or joint liability) 
— 12^ per cent. 

Co-operative Irrif^atiou Sooiety (to 10 or more individually or 
joint liability) — 9| ]>er cent. 

Government — fliOan?; Act, 1884 — 6] per cent. 

(Toveniment — Improvement Act, 1888 — 6^ per cent. 

Mahajan — 

TTpon advances of paddy payable within 6 months, without 
any security — 20 per cent. 

Upon advances of cash, upon mortgage of land and other 
immovable juoperties — 14 to 181 per cent. 

Security — Hand note or mortgage of land or other immovable 
property. 

Pad<ly is advanced sometimes without any vsecur’ty to reliable and 
solvent persons. 

Secured — 75 per cent. 

CJnsecurcd — 25 per cent. 

{iit) liie agricultural finance in this district is mainly the 
hands of professional mahajans, the co-operative hank having a smaH 
share. 

ir) Govern tuenl Loan , — People have to apply .'or l*»an more than 
a year in advance. Payments must be made witliin the fixed time in 
iiistalmenfs on 81st January and 80th June. 

Reason . — Otherwise money will not be allotted in the budget gjaiit 
of that year. 

Remedif . — Money should be kept in reserve with (ioverunu^nt so 
that people may get credit within 8 months of application. There 
should lie only one instalment of payment, viz., 28ih Fel>ruaTy.^ as 
paddy, the principal crop, is not thrashed and disposed of Viefore tho 
end of February. 

Co-operatire Society . — Tlie members severally and jointly reiipon- 
sible for the loan taken by a member. 

Otherwise the society will go into liquidation for amealised debts. 

The unrealised debt may be realised partly from the reserve fund 
and partly from other members equally. 

The main defect in the financing of agricultiiie is that it lies 
mainly in the hands of professional money-lenders ivho look solely to 
their own interest to the ultimate ruin of the box lowers. 

Reason. — The reason is that there is no alternative. 

Remedy. — Credit societies and grain banks should take the place 
of these profesvsional money-lenders. 

(vi) There is no co-ordination among the various credit agencies. 
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Quastion 2 ,- — (/’) Whenevei' anj^ raiyai wants money, he approaches 
the local merchant and offers for sale the paddy he has got and sub- 
mits to whatever price he is paid. The money is paid in cash then 
and there. The local merchant takes the paddy to tl)e arat'or rice 
mill situated generally in big town for sale there. Sometimes the 
/ni>at himself takes the paddy diretd to the arat or local rice mill, 
lie is unable to hold up his crop for a better jnice for the following 
reasons : — 

(1) To pay the debt iiiourred for cultivation, rent, ruarriaiife, es- 
cavation of tank, illness and treatiuent. 

(2) To repair the house. 

(3) To purchase clothes. 

(4) To purchase and repair irnplenients. 

(5) To purchase bullocks. 

(«V) Yes, there are possibilities. 

(Hi) No. 

(rr) The lo(*al .nierchants finance the raiyat in marketing the 
produce. 


Question 3.— 

Per acre. 

Rs. 

(i) High land — aus paddy ... 40 — 50 

Medium land — intermediate (Kartic) paddy 80 — 10(^ 

Jiow land — winter paddy ... ... 200 — 250 


(ii) The main factor is the fertility of the soil, retentiou of 
facility for irrigation and proximity to a road and towji. 

' (a) In tJovernment auction for revenue, the price realised is a 
little less than the usual price. 

(h) In court decree the price obtained is generally a little less than 
the usual price. 

(c) By private negotiation proper price can be obtained. 

(iv) The debt may be due to illness and consequent treatment. 

(r) The debt is largely due to piofessional money-lenders. 

(vi) Tlie debt is not decreasing. 

( vri) To a very limited extent. 

(viii) Money should be available within 3 months of making the 
a])plication and there should be only one instalment, viz., on 28th 
February. 

(iic) The Kabulies are to be found. They supply mroney or clothes 
to th^ raiyats without any security to be i-epaid in one instalment 
after a year with interest at 100 to 150 per cent. 

(a:iv) A dharma gola (grain bank) may be started where the 
raiyats wull deposit jmddy in cases of good years and may get loans 
in times of need. The dharma golas "will arrange for the seeds of their 
members. 
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(a!v) Paddy loan for seed purposes — 50 per c^ent. and for other 
purposes — 25 per cent. 

(•Tvt) Rates of interest on cash — 14 to 18i per cent. 

Interest on cash will have to he paid for the month in which the 
nione^^ is taken but not for the month in which it ivS lepaid. (Interest 
for grain for full one year is realised even if the period l)e less.) 

It is enforced by keeping a strict watch and not allowing the raiyat 
to dispose of his paddy otherwise, unless ainit ably realised they go 
to civil court. 

(.wit) Yes. 

{.TV Hi) No. 

Question 6. — (/) Rice milling, dairy farniing anil gaiden produce. 

(iti) Weaving, cane basket-making. 

(r) Co-operative society. 


43 . 

Mr. A. T. Weston, M.8c., M.I.C.E., M.i.E. (Ind.), Director of Industries, 

Bengal. 

1. The terms of queslion (lA cover both tiie case of cottage and 
bazar industries as well as small power-driven fatiory induHtrii\s. I 
shall first offer some observations relating to the former. 

2. As regards the supply of fixed capital for small cottager and 
bazar industries our exj>erien(*e is tluit in general sm h small industries 
w'ork with equipment of the most primitive and cheap ( haracier lo(*ally 
obtainable and that any financial help which may be required in pur- 
chasing or making this equipment is obtained from the mahajaris or 
middlemen capitalists who are interested in the products. 

y. As regards c irculating capital for such small industries, it is our 
experience that in general the craftsman or workers have such little 
general ediicatioji and business ability that it is customary for the whole 
of the financial arrangements to be supplied by the mahajan community 
and by methods with whicdi the Committee must be fully cognisant. 
A perusal of the Survey of Cottage Industries Report (2nd edition) will 
give the Committee a great deal of first hand information about the 
cottage and small industries of the province, tlie methods by which 
they are carried on, the finaiudal extent of their operations in some cases 
and the methods by whicdi they are financed. 

4. As regards measures for improving the position, one of the 
aspects of the policy wdiich is being followed by the Depaitmeni of 
Industries is to establish technicuil schools in as many of the district 
towns of the province as possible, such schools being equipped with 
modern labour saving power-driven machinery of general application 
and type to suit rural coiniminities’ needs. We propose to give in such 
fichoois technical trainiiig and experience to young men of intelligence, 
as the result of which they can apply themselves to tlie task of develop- 
ing rural industries both of the existing and other new types on a basis 
more self-contained than is generally the case and independent of the 
mahajan community. For the financing of such efforts we consider 
that co-operation on the lines advocated by the Co-operative Department 
is the most reliable and feasible method. Such schools as thp Myjuen- 
singh and Comilla District Board Technical vSehools, the Krishna gar 
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Technical School, etc., are the best but by no means fully satisfactory 
samples of the policy at which we are aiming. The department has 
also been able to supply a measure of technical training in small indus* 
tries through its demonstration parties in bar and moulded soap manu- 
facture, umbrella handle bending and umbrella manufacture, conch 
shell cutting, etc., as the result of which a number of small enterprises 
have been started on the co-operative basis. In the case of weaving 
schools, a sysem of granting loans by which passed out students can 
purchase improved looms and other weaving accessories has been in 
Vogue for a number of years. On the whole this scheme has been of 
considerable value and success in helping the weaving community to 
improve its technique. Further particulars of the rules under which 
these loans are given can be supplied, if desired. We consider the co- 
operative method of financing small industries in conjunction with the 
Central Sale Depot maintained at headquarters towns for the disposal 
of tlje finished x>roducts to be the best method of providing financial 
facilities and finding markets for small industries, inasmuch as it gives 
the producer a responsible stake in the quality of his product and there- 
fore in the condition viiider which it is marketed. The difficulty lies ‘in 
marketing the wide variety and quality of patterns and sizes, designs, 
etc., of products finding a wider market than the traditional one in the 
locality of their origin. 

5. In addition to the (^ottage industries previously dealt with, there 
are in the provin(*e a number of vsmall independent industries wljpse: 
fixed (capital requirements come within the range of, say, Rs. 2,000 Up 
to five lakhs, such as, for example, small soaj) factories, oil-pressing 
mills, rice mills, i.anneries, hosiery fa(;tories, et('. Many of these small 
industries do not (^ome within the scope of the Indian Factories Act and 
^as such, accurate statistics regarding their equipment, numbers of 
workmen employed, etc., are not available. Industries of this character 
are financed botli as regards their fixed and eircuilaiing capital by indi- 
viduals sometimes as private enterprises and often as small limited 
liability companies, like mills, for example, are usually owned by 
individuals while coiu^eins like tlie House of Labourers, Comilla, are a 
joint enterprise. So far, organised banks have not come forward with 
financial help in the establishment of sucli industries in any marked 
degree though there are exceptional cases where on the rec ommendation 
of tliis department or otlierwise, the Imperial Bank has given consider- 
able financial assistance, as for example, in the cases of tlie Calcutta 
Soap Works and Calcutta Pottery AVorks. 

6. As regards measures for providing financial fa(‘ilitie8 for such 
industries, this department prepared a draft State Aid to Industries 
Bill, as long ago as 1921, the object of which was to enable financial 
aid to he given for the starting of suitable industrial enterprises in the 
province. The feature and provision of this draft Bill were laid before 
the Legislative Council in the current year hut so far the Bill has not 
found a place in the legislation of the province and, therefore, no definite 
action by this department has been possible. The provisions of the 
drajt Bill as presented by this department contains suitable ineasxires 
for financing industrial development within the limits of Provincial 
Revenues, 

7. Apart from Government agency the only measure w’hich I can 
suggest for providing better financial facilities for such industries, and 
apart from co-operative organization, is for the established iadiistriaiists 
of this province in collaboration with financial organizations to establish 



what commonly known as intlustrial banks. It is onlj^ right to say 
that developments in this direction have been attempted, as for example^ 
the Tata Industrial Bank and Earnani Industrial Bank, but so far as I 
am aware it is to be recorded that no particxilar industrial venture of 
any consequence has been successfully floated by this means. It is 
commonly admitted that the industrial progress of modern Germany is 
largely due to the success of industrial banking in that country. A 
recent article in page 1009 of November JlOth, 1929, issue of the 
‘‘ Economist ’’ makes it clear that the influence of the banking interests 
in Germany is mainly due to the more intimate connection between the 
managements of the banks and the managements of the larger indus- 
tries, and to the greater readiness of the bank managements to take 
active measures in negotiating a larger range of financial business than 
is the case w^ith bank managements in England and also in India. At 
the same time it is difficult to see how any hanking concern can lock 
up the deposits of its clients in the fixed block capital requirements 
of industrial concerns without risking the fluidity of its deposits in 
tlie interests of the banks clients. The article referred to makes it 
clear that German banks do, under certain conditions, invest the' 
ca}vilal ’’’ of tlie bank as distinct from the deposits of the banks in 
industrial concerns whose repxitation and goodwill and prospects 
wan ant such action. It will thus be seen tliat the problem of establisli- 
ing industrial banks, a large proportion of whose capital t an be invested 
in this way is not very dift'erent from the establishing of the industries 
themselves and finding tlie necessary capital for the purpose. This is 
the main difficulty which lias to be overcome in establishing larger 
organised iiidxistries in Bengal even though their capital does not exceed 
5 laklis. It is the hoiie of this departmcuit that when the fat'ilities to 
be p]‘ovided by the Siate Aid to Industries Bill come into operation, 
successful results in establishing lunv or what is called nascent indus- 
tries will follow*, and that from the experience so gaiiuMl, established 
lianking concerns w’ill bo more rea<ly to take a more active part in the 
proniotion and develo])ment of industries than has hitherto been the 
case. 

8. As regards the circulating capital requirements of small factory 
industries, industi ial banks can no doubt be of considerable utility and 
to the best of my knowledge existing liariking concerns already give 
assistance in this w'ay tliougli from the point of view of the industrialists 
it is desirable that iliey should be rnoie active in tin’s direction than 
is cominoTily understood to be the case. As stated above mucli will 
depend upon the siK'cessful results wdiich it is hoped wnll follow the 
State Aid to Industries legislation. It will then l)e possible to persuade 
the banks that they have been too cautious in their policy, and 
encourage them to give more readily the financial aid so much desired. 


44 . 

Mr. Sudhiiufra Sankar Roy, M.A., of the Indian Posts and Telegrafihs 

Department. 

Part III.— investment Habit and Attraotion of Capital. 

Question 1 . (/) Generally salaried educated men of the middle 

class with a modest income have recourse to this form of investment ; 
also the rich men, who are reluctant to take to other forms of invest- 
ment or who do not care for higher rates of profit oi* interest or 
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dividend, but only want some sort of investment which is reliable, sale 
and secure. 

There should be sufficient publicity and propaganda specially in the 
mufassal and in the rural areas. Government are now issuing adver- 
tisement in the Calcutta Cinemas which, I think, is not required. The 
money would have been better spent if publicity work were carried on 
in the interior by means of lantern lectures, which would have made 
cash certificates i)opular among villagers and agriculturists, j>articulaiiy 
in the districts which are now fairly regular purchasers of a pretty 
large number of smaller denomination issue.s. In districts where 
higher denomination issues have enjoyed a tolerable demand, attempts 
-should be made on a quite different line to increase their iK)pularity. 
i^ale on commission by licensed vendors or througli other agencies will, 
it is expected, imuease tlie sale of cash f^erlificates. 

(ii) No. 

(tit) There cannot l>e two opinions as to the fact lhat the Post 
Office Saving Bunks enjoy the gieatest amount of confidence amoi^g the 
public; but that confidence cannot be utilised to its full extent.- The 
maximum limit of Ks. 5,000 on balances together with Ihe piescribed 
limit of Its. 750 on annual deposits keepvs tlie well-to-do aloof. Want 
of proper facilities for remittance, etc., and for de|>osil or withdrawal 
except in the office in which the account stands open alienates the 
merchants. The element of time and space is a handicap to the poor 
men in the remote villages who do not think it worth while to walk 
over a long distance to dejK)sit their small earnings or savings. More- 
over, there is no organisation or propaganda whicdi can teach them the 
way in wliich they cun acquaint themselves with the rules governing 
the Post Office Savings Banks and can secure for themselves the 
benefit of same (lh>st Office Savings Banks). 

(tv) The result is that mostly educated salaried gentlemen of sjhali 
oi mediocre means lesort to the Post Office Savings Banks. We can- 
jaot have the rich men and the meiehants and we fail also to attract 
the vast resources in the country in the form of small driblets from 
the cultivators who form the majority of the population and most of 
whom have got no other banking facilities. 

(v) Yes. If the rigour of the present rules and other existing 
defects and inconveniences are removed, it will go a great way. To 
attract the ix>oror classes a little propaganda and publicity will do well. 
Lantern lectures ma^y be organised; there should he arrangement to 
make the agriculturists and cultivators familiar with the benefits of 
Post Office Savings Banks accounts whereby they can secure ani 
accumulate their savings. Primaiy education should also be ap^adf 
all round and vrhen we have it everything w^ill be done far m()re eilfeiiy. 
To attract thcf merchants the Post Office Savings Banks should offer 
facilities for remittance, etc. The Post Office should also respond to 
the changes and requirements of time. With all posvsible facilities 
being thrown open to the public, even by loan offices, etc., it does not 
belfove the Post Office Savings Banks to lag behind. The rules regu- 
lating the business of the Post Office Savings Banks should be amended 
in the lines of those in Great Britain and in the United States of 
America, otherwise the number of accounts standing open may, perhaps, 
in the near future, dwindle to a very low figure. 

It is not that the business of the Savings Bank alone will diminish 
if sufficient facilities are not extended to the public, but also the 
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busikeos of the Post Office in other directions. The merchants whom 
the Post Office Savings Banks offer almost no facilities, are now cany- 
out the purposes of remittances through the medium of Post OfficeJi 
in the form of Money Orders Insurance, and Value Payable Postingjs. 
It is quite likely that facilities offered by other institutions will 
adversely affect these activities of the Post Office and there will be a 
consequent diminution of revenues. The large number of accounts 
standing oi)en with the Post Office Savings Banks testify to the gi'eat 
confidence reposed in the Postal Department and it will not in any way 
be prudent to suffer an institution like this to fall into desuetude in 
thi#^ay. On the other hand diminution of deiH)sits in the Post Office 
Slivings Banks will lead the Government to draw on the money market 
bringing in its train the consequent stringency. 

The Post Office Savings Banks form the only institution which can 
preyept people, who will not entiust Ksavings to anyone excepting a 
Government organisation, from hoarding their savings; thev will assist 
[|peh people to accumulate their savings; they only are abfe to attract 
and mobili.se Ihe surplus capital of such i>eople which would not other- 
wise be available for the country’s credit requirements. The object 
of the Government in establishing Post Ofiice Savings Banks is “to 
provide a ready means for the deixjsit of savings and so to encourage 
thrift,” and there is no denying the fact that there are vast areas in 
which there cannot be any other ageiuy than the Post Office Savings 
Banks which can “provide a ready means for dept>sit.” It is meet, 
therefore, that the Government should take stejis to make them more 
useful than close their counters to the people. Eveiy thing should be 
done to exploit the potentialities of the Savings Bank to the fullest 
extent. 

Some defects of the existing system are pointed out l)elow and 
tneyaiiires which will serve to make the Post Office Savings Banks more 
serviceable to the people and hence more attractive are .suggested. 


I. — Limitations as to opening accounts and deposits. 

(Jl) Opening of more accounts than one — a j>erson should be allowed 
to open two or more accounts in hi.s name. 

According to rule 6 (1) of the Savings Banks Rules, a i)erson 
* 'may not have more than one account open.” It is not understood why 
this limitation is imx>osed on the depositor. It wdll l)e to the advantage 
of persons who have got transactions in various places to have accounts 
all or at least some of the places concerned. Few instances of 
vlbla'nSn of Ibis rule have been noticed in other provinces. It is because 
the Post Office does not offer these facilities that people try to evade 
or frustrate the rules by various unfair means. 

(2) Accounts in the name of two or more persons jointly should 
be allowed. 

Rule 8 of the Savings Banks Rules prohibits such accounts. Such 
an account "payable to either/or survivor” will also lighten much of 
the work of the Circle offices. 

(8> The limit of R.s, 750 on annual deposits- — imposed bv Rule 10 
t)f the Savings Bank Rules — should be raised to a reasonable amount 
or altogether abolished. 


17 
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. ^4) The amount at call which a depositor may have at any time, 
Jhoiila be raised (from Rs. 6,000 as fffescribed by nile 11') at least 
to Rs. 10,000. "" 

(6) Deposits should be allowed through any Post Office -■eithejf on 
production of the jmsa book or without it by means of deposit sli]^ or 
certificates of creait or by post free of charge (e.g., by money-orders 
on postal service). 

(6) Deposits by cheque should also l)e allowed. A period, say 
10 or 12 (lays, may be prescribed for knowing the fate of the cheque 
during which no withdrawal of the said amount should be permitted. 
This will go a great way to develop cheejue habits among the people. 


1 1.— Withdrawals. 


(7) Depositors may be allowed to draw (•he(iues on their account 

if they please. This will also develop cheque habits. < 

(8) Withdrawals should be allowed through any post office besides 

the office at which an account stands open. This may be done by an 
application to the office of account a few day.s in advance in one of the 
following ways (a few day.s notice may be presciibed) : — . 

(a) by cheque. 

(fj) by withdrawal fonns. 

(c) by means of letters of credit or pay ordeis issued by the Post 
‘Office. 

(h) Withdrawal forms duly filled up and vyith the name of the Post 
Office at which payment is wantecl entered therein, may l)e submitted 
to the office of account, which will compare the sx>ecinien dignaftura,^ 
examine the balance at credit and permit payment. The Office will 
.then forward it to the Postmaster-General who will issue final orders 
for payment at the office named. 

(r) The Post Office may also is.sue letters of credit or postal orders 
payable at any post office which will be of great service in certain cases. 
Such letters or orders will specially be useful to tourists, traders, 
businessmen. Let us take that a depositor who has to come from Dacca 
to Calcutta to make certain purchases require say about Bs., 700 ipt 
Calcutta. Under the present system he has to withdraw the cash at 
Dacca and carry it dowii^ with him to Calcutta. If such letters of 
credit or postal orders are introduced he will be able to have the 
on his arrival at Calcutta^or any other place where he retjuires it. 
risk of carrying money with one’s self will be eliminated and the isdnigr:. 
will not have to lie idle for two or three days. For identification 
purposes, the payee’s signature may be put on the letter or order where 
possible. Identification cards, recently introduced, will also facilitate 
identification. I do not think that there will be any trouble about these 
letters or orders : they will be just like the British Postal orders whiok 
have been in use for a long time. . p 

Merchants who have to send representatives in various places can 
ntiake Ujse of these letters or orders and will have the purposes^ of 
nottittance served by them. They will develop hanking habits, 
•coaomise the actual circulation of money at least for some time anil 
islso will furnish an easy mode for carrying money. 
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III.— Otiier subsiditry iNflasuras. ar 

(9) Tbkons or leeeipt cards may be used wlieii a Pass Book bas 
to ibe made over at the counter for purix)»es of withdrawal or deiK)sit. 
This will save mucli trouble which may otherwise i>ccur. 

(10) Depositors may be allowed to assi^ifii tlieir a<‘counts or mention 
names of nominees who will get the deposits in case of death. This 
will facilitate transference or payment of deposits after the death of 
the depositor and will at the same time relieve the Circle Officers an<l 
the Presidency Post Offices of much cumbersome work in eoniiectiou 
with investigation and scrutiny of court documents to ascertain the 
rights of claimants at the time of closure of Savings Bank accounts. 

(11) Arrangements may, if possible, be made for deposit or with- 
drawal through jxistal ix^ons (siiy money-order pMuis) in outlying 
villages W'hich have got no jiost offices carrying Savings Banks business 
within a few miles. 

In tlie following lines chiselled on the Washington (United States 
of America) Post Office Building — and I think this should be applicable 
in case of Post Offices everywhere — read thus: — 

‘"Messenger of Sympathy and Love 
Servant of parted friends 
Consoler of the lonely 
Bond of the scattered family 
Enlarger of the common life 
Carrier of news and knowledge 
Instrument of trade and industry 
Promoter of mutual acquaintance 
And of peace and goodwill 
Among men and nations.’ ' 

The Post Office in India should contribute its quota to the trade 
and industry of the country and should do all it can to make itself 

effective “instrument of trade and indUwStry.” By reorganising the 
Savings Banks to suit modem requirements, the Post Office can be 
made the px'emier agency for disseminating knowledge of banking 
principles and practices to the farthest end of the laiid, help the people 
to widen their outlook in these respects and edxicate them in thrift 
trust. Let it thus fulfil its mission as the ^'Enlarger of the 
common life” and ^^Carrier of knowledge.” 

_ (in’) No, I do not think that the Government are competing with 

banking institutions and bankers in regard to deposits so far as these 
are concerned. 

QlieMtioil 4. (i) The growth of the cheque habit has been rather 

dow. So far as the educated people are concerned this has been due 
to the want of banking habits, there having so loing been no woper 
banking iaeilities. The treatment which people receive at the kands 
of smaii native banks is also veritable hindrance tc the development 
of cheque habits. It is in some cases discouraging the use of checiues. 



It id expected that a careful regnLilation of the present system and intro* 
duction of suitable controlling and inspecting agencies by the Govern* 
ment will considerably increase banking and cheque habits at least 
among the educated i>eople in no time. Of late however, the use of 
cheques has increased to a satisfactory degree. 

{it) This has increased the use of cheques. I have been told of 
persons who, before the abolition of stamp duty used to draw cheques 
payable to “self'' when several payments would have been due and 
pay in cash. Nc*w they are using cheques when any payment is made. 

{Hi) Generally, the businessmen and inerchiuits, the rich people, 
the big professional men, and educated middle class men use cheq^ues. 
The use of cheques is now confined to the cities and big towns which 
only offer such facilities. 

Yes, Government servants and bank employees may be paid as 
below : — 

Pay alH)ve Rs. 100 and below Rs. 250 — 50 per cent, by che^que 
and 50 per cent, cash; ' * 

Pay from Rs. 250 and below Rs. 500 — 75 per cent, by cheque 
and 25 per c€‘nt. cash; 

Pay from Rs. 500 and below Rs. 750 — 80 i>er cent, by cheque 
and 20 per cent, cash; 

Pay from Rs. 750 and above entirely by cheque. 

Deposit and withdrawal by checpies in the Post Office Savings 
Banks will also promote cheque habits and faciliiute payment by cheques 
^s pointed out above. 

Introduction of cash credits in the co-operative societies may also 
go to i>romote cheque habits. 

(iv) Yes, vernacular scripts may be used in addition to English 
already in use. 


48 . 

Mr. Narenilranath Ray, B.A., Investigating Inspector, Postmaster- 

General’s Office, Calcutta. 

Part III. — Investment Habit and Attraction of Capital. 

Question 1 . (iU) Bengalees generally invest iheir savings in the 
following ways : — 

(a) In villages and small towns some poor illiteiate people hoard 
their savings. But the growth of diffeient institutions within easy 
reach of these people for safe investment is rapidly lemoving this habit. 

(b) Rome people lend their savings to co-villagers sometimes on 
mortgage and sometimes on handnote. This, though risky and trouble- 
some, is tempting enough as it fetches good interest. 

(c) Some invest in lands, and others 

(rf)‘in limited liability companies by purchasing their shares, 

(e) There are others who deposit their savings in co-operative credit 
societies, (/) banks and (g) loan offices. 
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Ck^perative credit societies are getting popular. Besides credit 
societies for the general public, the employees of different Government 
dejpaH^ments have organised co-operative credit societies for themselves, 
e.g.. Postal Co-operative Credit Societies. The members of these socie- 
ties, besides purchasing shares, deposit their savings with these societies 
for fixed periods. 

Beal banks are confined to important towns only. Merchants and 
rich people utilise them. 

Loan offices are diffused throughout the length and breadth of th^i 
province not excluding some of the remote villages. They have filled 
a void in the financial fabric of Bengal by enabling the middle-class 
men to develop their deposit habit on the one hand and the landed 
classes to maintain their solvency on the strength of their land credit 
on the other. 

(h) Some deposit their savings in Post Office Savings Banks or 
punhase cash certificates. 

(i) Insurance companies also en(‘ourage the people to save money, 
but these are popular only among the educated middle-class. Cultn- 
vators and other uneducated peojue are not yet well acquainted with 
insurance. 

(iv) The public do not get everywhere full facilities for the 
inv€»stment of their savings. In big towns and those places where there 
are hanks, loan offices, co-operative credit societies, post office savings 
banks, insurance companies of industrial conceins, people can invest 
their savings in more than one way. But in small towns and villages 
where there is none of these institutions, people have no other iilternative 
but to keep their savings in the I'ostal Savings Bank or to lend to co- 
villagers. There are many villages in Bengal where there is not even a 
Post Office Savings Bank. 

The following figures, relating to institutions in existence for invest- 
ment, sbow^ the extent of facilities enjoyed by the people of Bengal, 

One Poidal Savings Bank in Bengal and Assam served — 


Square miles. 

Year. 

54 *4 

1919-20. 

53 ‘8 

1921-22. 

58 *0 

1922-23. 

57 -3 

1923-24. 

56*3 

1924-25. 


The figure in recent years has slightly increased. One loan office in 
Bengal serves — 

176 *92 square miles (1928), on the assumption that every loan office 
has a savings bank department. One co-opemtive credit society in 
Bengal serves about 10 square miles (1926-27), 

The averages have been taken with reference to the area of the whole 
province and as the working out of these averages hafV not been based 
on the inclusion of inhabited areas only, the area served by a banking 
institution must be much smaller than what it has been showm above. 
Still it may be safdy presumed that tie result obtained through such 
eopiparative statistics will in the main lemain corx^t. The figures 
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amply bear out the fact that th* people of Bengal mainly in the rural 
areas have to depend considerably on private money-lenders, especially 
in view of the fact that the services of loan offices except in a few cases 
4ire available to inhabitants of towns alone. 

(v) At present full-fledged bttnks cannot be opened in villages, be- 
cause the illiteracy of the people and the small volume of work will 
stand in the way of the growth of real banking business in the interior. 
Like mutual credit the literacj of the constituents k also an important 
factor in banking business. The opening of branches of big banks in 
the trade centres of the mufassal may be appreciated by the people, 
provided these finance the local trade and industries and can gain the 
confidence of the local people. 

Co-operative institutions have been extended to the interior of Bengal 
but mainly in the form of (credit societies. These credit societies have 
practically increased the borrowing capacities of the members but have 
not appreciably done anything to directly increase productive capacities 
of the constituents. 

As regards the extension and improvement of Postal Savings Banks 
references may be made to the replies to Question 2 (in) and (v). ' 

The institutions which are in existence throughout Bengal have 
grown according to the requirements of the local people and are suited 
to their genius. 

Instead of converting them into institutions of the same type they 
should be allowed to evolve their special features. The Stale may help it 
by federating them and bringing them under legislation. 

Insurance in its manifold aspects is practically unknown to the 
major portion of the population of the province, (xenerally the rich, 
the middle-class with fixed income and big merehanis insure their lives; 
but their percentiage in proportion to the total population is not much. 
With the help of the Government insurance can easily be made popular. 
In fact some forms of insurance cannot be introduced without the aid 
of the Government. I think it is time for the Goveniment to introduce 
at' least suitable fonns of social insurance. The postal insurance is 
suitable for the poor people earning on an average Rs. 14 to Rs. 20 a 
month. This insurance w^as so long limited to the ( xovernment servants 
only, but it has recently been extended to the professois and clerks of 
universities and affiliated colleges. This, if extended to the general 
imblic, is likely to be appreciated by them. 

(vi) By investment in gold and silver I understand investment not 
in bullion but in aiticles made of gold and silver. It cannot \ye gues.sed 
with precision ^vhat amount is spent for ornaments and other articles 
made of these tw^o precious metals. No figure is reliable unless support- 
ed by family budgets. From my personal experience I observe as fol- 
lows : — The young generations of zamindars and big people are not 
keen on using silver plates, etc. The .European fashion has more or 
less imperceptibly infl^uenced their tastes. So they no longer invest 
80 much money in silver and gold plates and other articles as they used 
to da a generation ago. 

Nowr-a-days Bengalee poor people very seldom use metal ornaments^ 
if they do, they use silver ornaments. But the middle and higher classy 
use gl^d omainents. But the general trend is towards simplicity in 
respetit of ornatnenis. Many varieties of ornaments have ceased to^be 
the fashion of the day. Even those ornaments which are now being 
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Ii8e4 do not in most cases contain the ssme amount of gold as before. 
Th# economic pressure has compelled the middle-class to invent various 
patterns of cheap ornaments of gold with alloy. 

Question 2. (i) 

Sals sf Catk GsrtMIcatss in esneal anS Assam. 

renomioation. 

Cost prlt^e 
n;aUspd. 




Rs. 10 

Rr, 20 

Rs. .“0 

Rs. 100 Rs. 500 

Rs. 1,000 Rs. A. 

Bengal and Afisnni 1910-20 

. - 7,S55 

1,712 

2,231 

8,145 

3,552 

. . 

21,81,501 0 


1921-22 . 

1.413 

661 

1,085 

3,540 

2,088 


11,44,752 8 

»• 

1922-23 . 

. ^ 2,587 

1,224 

1,522 

6,582 

3,564 

. . 

19,89,153 12 


1923-24 . 

. 18,534 

5,608 

6,484 

28,434 

21,265 

5.468 

1,46,74,200 0 

ff 

1926-27 . 

8,823 

5.599 

6,695 

21,990 

7,676 

12,190 

1,45,40,412 0 

11 

1927-28 . 

7,763 

5.690 

6,883 

20,728 

6,681 

9,276 

1.20,16,202 12 


The fij^ures for the sale of cash certificates in different districts or 
the whole piovince of Bengal are not available. The figures published 
by the Postal Department show the total sale of cash certificates in 
Bengal and Assam. From the figures compiled above it W’ill be seen 
that the total sale of cash certificates of all denominations is not much 
in proportion to the total population of the two jirovinces. Now-a-days 
the cash certificate is not popular among poor people, e.g., cultivators, 
etc*., in Bengal. Only the educated miildie-class and tlie wealthy sec- 
tions of the people invest their savings in cash (‘ertificates. These 
certificates have no doubt trained the people to keep their mouev in 
fixed deposit. 

If these cash certificates are to he more and niore pojmlarised it is 
necessary that steps in the following lines should be taken : — 

(1) Sale centres should be extended to the interior of districts. At 
present cash certificates are sold by post offices but in Bengal and 
Assam Circle one post office serves ‘56 square miles and 1‘{,6!5G j>ersons, 
of whom .1,182 are literate. From these figures it will be seen that the 
number of post offices, not being adequate in proportion to the area 
and population, cannot facilitate sale cash (‘ertificutes to all sections 
of the rural population, especially to the illiterate. In the circum- 
stances it may be seiioiisly considered whether the co-operative societies 
and union boards should be authorised to sell cash certificates. 

Seme commission should be granted to those wffio sell cash certificates. 
It may induce the sellers to undertake proper canvassing for the sale 
of cash certificates, 

(2) Adequate advertisement and propaganda. At present cash 
certificates are advertised in the cinema houses of big towns where 
advertisement is not so much required. Some arrangements for advertise- 
ments of cash certificates in the rural areas, especially among the 
illiterate village folk, should be made. 

(3) The rate of interest should be high enough to attract buyers. 



204 


It will be seen from the table above that the sale of cash certificates 
Btrikingly increased in the year 1923-24, and this was due to the popu- 
larity of the new issue of cash certificates at more favourable rates and 
under raoie convenient conditions from April 1923. 

In 1926-27 the grant of a special concession to holders of cash certi- 
ficates issued before the Ist April 1926 to hold them at their option for 
a further period of five years after maturity in order to earn additional 
interest and bonuses tempted many holders of cash certificates not to 
discharge mature certificates. These show that the piesent bulk of pur- 
chaser are more or less acquainted with the conditions of the money 
market and attach due importame to the rate of interest in their mone- 
tary transafstions. 

(ii) The present rate of interest of cash certificate requires revision. 
It may be laised to that of the year 1923-24. Arrangement for safe 
custody may also be made. 

(Hi) In Bengal and Assam savings bank business is done mainly by 
the Post Office. The joint stock banks and the loan offices have also 
opened savings banks, but their rules have been framed on the line pf 
those of the Postal Savings Banks. I shall deal w’ith Post Office Sav- 
ings Banks alone. 

The Post Office Savings Banks are generally known as poor men's 
banks. Since their opening in India in 1882-83, they grew very 
popular and have since made very rapid progress as will be evident 
from the following tables: — 


Table I. 


Number of Post Office Savings Banks in India in the year — 


1882-83 

1892-93 

1902-03 

1912-13 

1922-23 


4,238 
6,408 
7,075 
_ 9.460 
10.730 


Table II. 


Number of depositors in India in the year — 

1882-83 . . 

1892-93 .. 

1902-03 . . 

1912-13 .. 

1922-23 . . 


Table III. 

Average number of deposits per bank in the year — 

1922- 23 .. 

1923- 24 . . . . . . . . 

1924- 25 .. •• ». .. 


39,121 

5,20,967 

9,22,353 

15,66,860 

20,43,502 


190 -44 
198-32 
201-77 
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TABUBjy. 

Balance at credit of depositors in the year — 

Rs. 


1882-83 

• 


• • 

27,96,796 

1892-93 

« • 


• , 

7,81,87,727 

1902-03 



. . 

11,42,15,534 

1912-13 

• « 


. . 

20,61,14,502 

1922-23 

f • 

. . 


23,19,00,00<J 

Tbe progres.; 
table : — 

in 

Bengal and Assam will appear 

from the following 

Year. 


Number of 
Po-«t Office 
Savin:^8 
Banks. 

Number of 
dej >081 tors. 

Balance at 
credit of 
deposit oi»< 





Rs. 

1919-20 


2,724 

4,06,788 

4,65,76,251 

1920-21 


• • * . 

.... 

. . . • 

1921-22 


2,777 

5,52,927 

5,58,48,528 

1922-23 


2,558 

5,76,420 

6,10,45,700 

1923-24 


2,589 

6,13,754 

6,59,57,066 

1924-25 


2,634 

6,51,735 

7,01,26,272 

1926-27 


2,959 

7,52,257 

8,31,17,519 

1927-28 


2,992 

6,65,768 

8.59,23,733 


Although thej-e has been some increase in the nuinher of Post Office 
Savings Banks, they are still inadequate in relation to area and popu- 
lation; for post offices doing ordinaiy business have increased at a faster 
rate than those empowered to do savings bank work. This will be 
apparent from the following table for Bengal and Assam : — 

Percentage of Post Offices working as Savings Banks in Bengal and 
Assam in the year — 


1919-20 

. . 

. . 

74 1 

1921-22 

, , 


75 1 

1922-23 

• • 


69 1 

1923-24 

. . 

• . 

70-0 

1924-25 



70-5 


People in the rural area suffer from <he inadequacy of savings banks 
in the interior of the piovince. If further facilities are to be provided for 
the public, the first step will be to increase the number of savings banks 
in the rural areas. The mere existence of an institution for the invest- 
ment of savings in the vicinity indirectly stimulates the banking habit 
of the people. But the opening of banks in the midst of illiterate 
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}>ersons in villages i^, however, fra^ht with various difficulties. The 
eine qua non of banking business is mutal confidence which has yet 
to be developed in Bengal. Illiteracy also retards the growth of real 
hanking in villages. In these circumstances it will not be an easy task 
to open banks in the rural areas. But still in one way the banking habit 
oi^ the people in such places has l)een stimulated so far, and that thiough 
the Postal Savings Bank. 

The Post Office Savings Bank has sown the seeds of banking habit 
in the minds of the poor even in remote villages. With the introduc- 
tion of the cash certificate the villagers have been acquainted with the 
system of fixed deposit. Now at this stage real banking may be com- 
menced throughout the length and breadth of the country at practically 
no cost if only the l\)st Office Savings Bank rules are amended with 
that end in view. People have more confidence in the Post Office than 
in other private institutions. So social physchology is favouralde for 
the developmeilt of banking through this department. 

The public do not feel tempted to fully utilise the Postal Savings 
Bank for want of all facilities for withdrawal, lower rate of interest 
paid and the iiqn-use of cheques. All sections of the public do not gei 
all possible facilities from the Postal Savings Bank, e.g., the business 
men and the traders are not Ijenefited by the saA'ings bank as it does 
not afford any facility to them. For the suggestions of remedies refer- 
ence may be made to the replies to Question Ni). 2 iv), 

(w) It is very difficult to say what classes of population resort to 
investments in cash certificates and savings bank as no such statistics 
ure available. But from experience it can be said that cash certifi(‘ates 
are purchased generally by the merchants, the rich and the middle- 
classes. The cultivators or other lower class people hardly purcdiase 
any cash certificates. When these certificates were first issued and 
commission for sale was sanctioned to the postal staff, some cultivators 
and iK)or people in villages were persuaded to purchase I'ash certificates. 
But now-a-days these classes of people do not come forward to inA^est 
their small saA’ings in cash certificates. The greater number of deposi- 
tors of the Postal Savings Bank comes from those sections of the people 
wdio have, (‘omparatively speaking, fixed and definite incomes. The 
Postal Departmeni has got a statistics of the classification of the de- 
positoi^s of the saA’ings bank acc^ording to occupation for the year 1903- 
^4 only. These figures though too old will throw some light on any 
classification of depositors. The experienced old servants of Ihe depart- 
ment maintain that the proportion disclosed in this old classification 
still holds good. 


OliMtIteition of doposilort. 


Po«ta] circles. 

Pro- 

fessional 

with 

fixed 

income. 

Pro- 

fessional 

with 

variable 

income. 

Domestics. 

Commer- 

cial. 

Agricul- 

tural. 

Indus- 

trial. 

rndchnite/ 

Bengal 

55,654 

12,103 

24,431 

8,537 

S,453 

4,761 j 

08,571 

Bengal and Aeeam 

10,630 

4,088 

5,040 ! 

1,114 

808 

816 

23,856 

.Aiaam' 

4,401 

2,048 1 

1 

3,372 

Oil 

533 

401 

6,482 
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the banks have as yet relatively few onltivarors among 
th<iir eonstituents, the amount of each year- s deposits varies regularly 
with the general ecronomic prosperity pf the countrj% Thus in the , 
famine year 1897-8 the deposits fell by 23 per cent, and the closing 
balance bj’" 3*6 per cent. Political crises also affect the small depositors^ 
confidence in the Government of India. 

The agricultural, commen^ial and industrial sections of the popula- 
tion do not fully utilise the Postal Savings Bank as the facilities re- 
quired by them are not afforded by the existing rules. 

(?*) If these and other classes are to he attracted, the existing rules 
of the Post Office Savings Bank shall have to be auiended. I offer the 
following suggestions regarding the manner in which such amendments 
should be effected : — 

(1) The rate of interest should be higher than what it is at present. 
Objection may be raised that sufficient amount of money has to be 
kept always ready to meet the demands of the depositors for withdraw- 
als. It is not jjracticahle to intu'ease the rate of interest unless the 
greater p>ortioii of the l»alntice at credit can he profitahlv invested else- 
where. But this argument does not stand. In 1922-23 the amount 
of net halance at credit of the depositors after meeting liahilities was 
Rs. 23,19,00,000. In Bengal and Assam the amount of net halance in 
that year was Rs. 6,10,45,708. Cannot a certain portion of this amount 
he piofitahly invested for short periods ? 

The rate of interest for savings hank deposit in joint stock hanks and 
loan offices is higher tlian wliat it is in the Post Office. The rates of 
interest of the following hanks and loan offices selected at random will 
give some idea : — 

Rate of 
interat 0>r 

Name of bank or loan office. savinp:a 

Imnk 

deposit, 

(1) The Mahalakahmi Bank, Ltd. (Chittagong) . . 5 per cent. 

<2) The Chittagong Commercial Bank, Ltd. . . 5 per cent. 

(3) The Indo-Burma Traders Bank, Ltd. (Chittagong). , 5 j>er cent. 

(4) The Chittagong Loan Co,, Ltd. . . . . 5 j)er cent. 

(5) The Chaumuhani Urban Co-operative Bank, Ltd. 

(Chauinuhaui, district Noakhali) . . . . 4-11 per cent. 

(6) The Mymensing Central Co-operative Bank, Ltd. . . 4 per cent, 

(7) The Bengal Doars Bank, Lt. (Jalpaiguri) . . 3 and 3J per cent. 

(8) The East Bengal Commercial Bank, Ltd. (Mymen- 

singh) . . . . . . . . 4 per cent. 

(9) The Bengal Zamindari and Banking Co., Ltd. 

(Dacca) . . . , . . . . 5 p(?r cc?nt. 

(10) Lloyds Bank, Ltd. (Calcutta) . . . . 4 per cent. 

The loan offices in Rangpur and Dinajpur grant 3 1/8 to 3 1/2 per 
cent, interest per annum on savings bank deposits. The average mte 
of interest for savings bank deposit at least in Bengal is higher than 
that of the Post Office. It is no doubt tme tha: greater risk involved 
justified to a certain^ extent the higher rate of interest. But the differ- 
ence on that score is not such as to justify 3 per cent, interest per 
annum for savings bank deposit in the Post Office. 
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A few yebfs Jback the rate of interest of almost all funds went high 
due to some fluctuations in the monej market, hut the rate of intei^t 
in the Post OfBce Sarings Bank remained unaltered. 

(2) At present withdrawal is allowed only once a week. By the term 
week is meant the period from Monday to Saturday both days inclusive. 
This restriction should he relaxed- and withdrawals should he allowed 
more than once a week. In England withdmwal is allowed once every 
day, 

(3) The depositors should he allowed to deposit and withdraw money 
from the savings hank by means of cheque. The progressive nations 
of Europe and America have adopted this practice. In England a 
cheque is accepted for deposit provided that it is not crossed to a parti- 
cular bank. Cheques bearing the word “account payee” are accepted 
only when drawn in favour of the depositor. But cheques which are 
payable to, or endorsed by, or for, limited liability companies, are not 
accepted for deposit, by post oflices in England. In Bengal also some 
private banks, e.g., the IJoyds Bank, Ltd., the Indo-Burma .Traders 
Bank, Ltd. (Chittagong), etc., have already authorised their depositors 
to withdraw money by cheque from savings bank accounts. The intrd- 
duction of che([ue together with suggestions contained in Nos. 5 and 6 
will greatly help those merchants who have to travel in the interior 
of districts to purchase i-aw materials and those who import mertjhan- 
dise to villages and small towns. In England the following procedure 
of withdrawal are helpful to the merchants. If more than £2 is re- 
quired a form of notice of withdrawal must be filled up and posted to 
the Controller, and if the depositor has so requested and has forwarded 
the deposit book with his application, he will receive a crossed warrant 
payable through a banker. Any sum not exceeding £10 may be with- 
drawn by telegraph if the depositor pays the cost of the telegram and a 
service charge of one shilling. 

(4) Any depositor of a I’ost Office Savings Bank should be allowed 
to deposit money in the accounts of other depositors in any post office 
in India. 

' (5) At present no withdrawal is possible from a Post Office Savings 
Bank other than that where the account has been opened. This rule 
is in need of amendment. Depositors should be allowed to withdraw 
from any Post Office Savings Bank situated at least within a province. 
In the United Kingdom a depositor can, on presenting his deposit book 
at any Post Office Savings Bank, withdraw on demand any sum not 
exceeding £2. If attendance at the specified post office is not practi- 
cable and the warrant is returned to the (Controller, payment at some 
other office may be arranged. If this facility is extended to the deposi- 
toi‘8 of the Post Office Savings Bank in India, the tratlers who now 
carry cash with them and pass anxious nights either in an insecure 
hotel, arat or a boat will surely utilise it and be able to draw, money 
from a local Post Office Bank. Traders in the mufassal in Bengal, for 
want of such a facility, are compelled to carry hard cash with them 
and keep the amount overnight in sealed bags "with the aratdars, etc., 
with >vhom the.y put up. But this is not safe as the arats are not yet 
subjected to any special law. This state of thing has compelled some 
people to devise some means to protect -themsdves. These persons 
belonging to the oommercial class do not deposit their money from 
motives of saving or thrift but merely take advantage of the convenience 
-which the Post Office offers for safe custody of money at interest-^money 
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wliiclt cim be immediately realized. ^‘There is nothing to prevent a 
man having any number of imaginaiy minor relatives and opening 
aceounts in all their names. * * * As an example of what is done, 

a case came to light some years ago in which a depositor at Dharwar 
was authorised to operate on 83 accounts with a balance of nearly 
Bs. 30,000. He was a broker by profession, and it was quite possible 
for him to control a balance of Its. 2,00,(X)0 in the Post Office if he 
wished to do so. Further enquiries made at the time elicited that qne 
depositor at Bijapur controlled forty-two accounts, another at Surat 
thirty, and another at Karwar nineteen.”* It will be seen that such 
depositors were liusiuessmen, and were forced by circumstances to 
behave in such manner as though objectionable may well be regartled 
as suggestive of the way in which an amendment of the rules should 
be made. 

(6) More pass books should be issued in vernacular. It is enjoined 
by rules at present, but not observed. 

(7) Home safe should lie introduced as has been done by some 
joint stock banks in India and co-operative credit societies in Bengal. 
It has been introduced in the United Kingdom. 

India is being rapidly modernised. The above suggestions have 
therefoi’e been put forward with a view to make the Indian Post Office 
Savings Bank meet the requirements of the modern sf)ciety. At present 
the I’ost Office Savings Bank is merelj' a bank for deposit as it was 
in 1893. It does not lend and it affords facilitie.s for remittance which 
is done either by postal money order or insurance. To <;ompete 'vnth 
it co-operative credit societies and loan offices have spiung up besides 
joint stock banks. The co-operative societies ac(!ept deposit and lend 
but do not grant loans on hundis or drafts. The Joan offices besides 
performing the functions of the co-operative credit .societies are gradu- 
ally undertaking business like disc.ounting bills and drafts doing other 
banking business. Some of these, e.g.. The Fast Bengal Commercial 
Bank, Ltd., Mymensingh, charge commi.Hsion on hundis 1 1/2 to 2 
annas. This may mean in future reduction of income of the Postal 
Department as derived from Insured and V. P. letters sent by merchants. 

Tho.se Avho have ob.served the evolution of loan offices in Bengal will 
agree that these are tending to evolve into land mortgage-cum-coiumer- 
cial banks. If the co-operative societies also undertake the finance 
of transactions on cheques, hundis, bills and drafts and extend these 
facilities to non-members it will be difficult for the Post Office Savings 
Bank to run apace in the progressive march with its antediluvian 
structure. At the present time the number of co-operative credit 
societies in Bengal outnumbered the Post Office Savings Banks in Bengal 
and Assam. Rai Bahadur J. M. Mitra, Registrar, Co-operative Depart- 
ment. Bengal, said in his evidence before the Royal Agricultural 
Society : “I expect that the Post Office will very soon be unable to get 
deposits; all the deposits will come to the co-operative societies.” 

So it will not be practicable to defer the modernisation of the Indian 
Post Office Savings Bank for long. The need for an amendment was 
urged by the Babington Smith Committee who said : “ * * * We 

recommend that the Government of India should examine how far, not- 
withstanding the admitted administmtive difficulties, it may ^ possi- 
ble to improve the present procedure for the deposit and withdrawal of 


• "Hw Post Office of India and its Story,” Sir Geoffrey Clarke, page 86. 
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moBey ,and to inoi^ase the number of post offices conducting sarings 
bank business.’’ 

The problem still awaits solution and it may be pertinent to obserw 
that the numerical strength of the Post Office Savings Bank as well as 
the number of people ^rved by them are alone of sufficient importance 
to claim special attention from the Banking Enquiry Committee. 


46 . 

Mr. N. C. Saha, Income-tax Officer, Bakarganj. 

Part lA. — Loan Offices and Joint Stock Banks in the Mufassal. 
Question 1. {a) At the District Headquarters — 

(1) The Barisal Loan Office, Ltd. 

(2) The Rindan Samity, Ltd., Barisal (established 1914). 

(3) The Barisal Bank, Ltd. 

(4) The Khairabad Loan Office, Ltd. (offices both at Khairabad and 
Barisal). 

(5) The Solak Loan Co., Ltd. 

(6) The Popular Loan Office, Ltd. 

(7) The Annapurna Bank (newly started). 

(8) The Koshabar Loan Co., Ltd. (newly started). 

(9) The Bakarganj Commercial Bank, Ltd. (newly started). 

(6) The Loan Association Ltd., Bhola — 

(1) The Patuakhali Loan Office, Ltd. 

(2) The Pirojpur Loan Co., Ltd. 

(c) See No. 4 under (a) above. 

Question 2. (i) The Barisal I^oan Office, Ltd., — account on mercan- 
tile basis — 

(a) Paid-up capitalsRs. 21,325 at the end of 1335 B.S. 

(b) Reserve Fund shown sxRs. 2,57,616 at the end of 1335 B.S. but 
the real reserve is Rs. 55,000 only. 

(c) Short-term deposits = Rs. 46,097 at the end of 1335 B.S. 

(d) Intermediate deposits s Rs. 3,32,616 at the end of 1335 B.S. 

(e) Long-term deposits saRs. 99,436 at the end of 1335 B.S. 

(it) The Rindan Samity, Ltd., — ^account on mercantile basis 
(1336 B.S.>— 

( 4 ) CapitalsRs- 16,000. 

(h) Reserve Fund as: Rs. 7,778. 

(e) Short-term deposite as Rs. 79,329 (seven days) plug Rs. 5,139 
irithout interest, eurrent account, 

(d) Intermediate deposits “Rs. 2,14,950. 

(e) Long-term deposits 9 Re. 5,56,542, 
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(Ui) The Barisal Bank, Ltd. — ^Informations not ayailable fis there- 
is no balance sheet for the last three years (after 192b'-26). Workingr 
capital as per 1925-26 balance sheet was Rs. 19,168, deposits^Rs. 49,286, 
rieserTe»Rs. 1,331. 

(iv) The Khairabad Loan OfiSce, Ltd., year 1335 B.S. (mercantile) — 

(a) Capital=Bs. 15,485. 

(5) Reserve Fund=B8. 12,130. 

(c) Short-term deposits=R8. 12,360. 

(d) Intermediate deposit8=R8. 7,926 

(e) Long-term deposit8=Rs. 38,606 (two years, tl ree years and four 
years). 

(r) The Solak Loan Co., Ltd., year 192<S-29 (account mercantile)— 

(a) Capital=R8. 13,811. 

(h) Reserve Fund=R8. 1,000. 

(c) Short-term deposits = Rs. 1,090 jdi/s Rs., 11,692 — prudential 
account. 

(<f) Intermediate deposit8=R8. 9,188. 

(e) Long-term deposit8=R8. 34,719 (including three years and four 
years). 

Question 2B. (t) The Bhola Loan Association, Ltd. (mercantile, 

1335 B.S.)— 

(a) Capital = R8. 15,622. 

(b) Reserve Fund = nil. 

(c) Short-term deposits plus (d) Intermediate deposit, plus (e) Long- 
term depoBit8=Rs. 1,657 only (not separately shown). 

(it) The Patuakhali Loan Office Ltd., year 1335, basis (mercantile) — 
(a) Capital = R8. 12,000. 

(6) Reserve Fund^Rs. 3074 plus Rs. 373 Building fund. 

(c) Short-term deposits = nil. 

(d) & (e) (1 year to 5 years) “Rs. 27,170. 

(Hi) The Pirojpur Loan Co., Ltd., year 1928-29 (basis mercantile)— 

(а) Capital =Rs. 20,000. 

(б) Reserve Fund=RB. 12,000 including reserve Rs. 3,000. 

(c), (d) & (e) Rs. 30,782 fixed deposit. 

Quastion Rates of interest allowed on deposits — 

(i) 9 per cent, three years in few banks, but discontinued now. 

7J per cent, for two years. 

6 per cent, for one year. 

4|^ per- cent, for six months. 
iSQ per cent, for three months. 
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3 per cent, for seven days, serves as a savings bank account. 

No interest on current account. 

(it) Usually two years, but some banks take deposits lor three, four 
and five years even. 

Quastion 4. (i) No fixed period of loans exists. It depends on the 

kind of bonds used. Short-term loans are rare. The minimum period 
for which interest charged is one month. Long-term loans exceeding 
three years are usually made on mortgage bonds, maximum period 
allowed is twelve years, but in fact this hardly exceeds six years. Most 
fruitful forms of investment are on hand note to good parties, period 
allowed is three years. 

(m) Compound interest is charged by many banks. The interest out- 
standing at the end of the Bengali year is added to capital invested and 
interest at the stipulated rate runs thenceforth on the gross sum so 
determined and so on. ‘ 

(in) No. 

(iv) Met by my remarks on No. 1. So long as the position of the 
debtor is good and so long as he clears all interest due he is not troubled 
till the loan is mature, t.e., before it becomes barred by limitation. In 
oases of good debtors loans may be renewed, but otheiwise they are sued 
for the entire amount. 

Question 5. The banks do not discriminate between agriculturists 
or others. Agriculturists also can get loans on good security oi even on 
hand notes or simple bonds if they have good reputation and are known 
to be solvent. In granting loans the banks are not actuated by the 
jnirpose for which loans are taken. They look to their gains only, 
^ey exist for making most profits with the best possible security and 
therefore the position of the debtor is the all-important factor. The 
rates of interest charged vary according to the reputation and solvency 
of the party seeking loans. The maximum interest charged is, I under- 
stand, 18 per cent, and the minimum 9 per cent. The last for long 
periods of loans on good security. The shareholders and depositors are 
given loans at 9 per cent. = 12 per cent. A good party, e.ff., Govern- 
ment officer may get loans at 12 per. cent. 

The banks in this district do not as a rule deal in “hundis” or “trade 
bills.” I understand the Central Co-operative Bank and the Officers’ 
Bjink often negotiate theiri, but the business is not probably large. 

Question 6. Usually not. A few undertakings resulted in loss. 

Question 7« There is no fixed rule about any portion of profit that 
will go fb reserve fund. If a bank requires a building, it wiU take a 
bigger percentage of profit to reserve fund. It all depends on the neces- 
sity for money, temperament of managing directors and shareholders. 
I find that the most solvent bank has small reserve, while some have no 
reserve at all. 

(*/ The investment of the reserve fund is not separately showm by 
many. Usually this is invested in cash certificates. Government 
promissory notes, war bonds and a part in d«nosit with other balyks. 
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:^) Bates of dividend allo'ff’ed as below: — 

Years. 


1331 

1332 

1333 

1334 

1335 ' 


1. 

The Bindan Samity, Ltd. 

Hb. a. 

12 8 

Rs. A. Kb. a. 

12 8 15 10 

Be« A. 

18 12 

Rs. A. 

20 5 


Per cent. 

Per cent. Per cent. Per cent. Per cent, 

2. 

The Barieal Loan Office, Ltd, 

5 

Nil Nil 

4 

4 

8. 

The Khatrabad Loan Office, Ltd. 

10 

10 10 

10 

10 

4e 

The Popular Loan Office, Ltd. 

Nil 

Nil Nil 

5 

5 

5. 

6. 

The Barisal Bank, Ltd. 

The Solak Loan Co., litd. 


Nothing. 

6* 


7 . 

The Patuskhali Loan Office, Ltd. 

Not available. 

12 

12 

8 . 

The Pirojpur Loan Co., Ltd. . . 

• • 

8} 

10 

10 

9 , 

The Loan Aasociation, Ltd., 
Bhola 

e • 

Nil Nil 

Nil 

Nil 


Qinstion S« (t) Usually mercantile. 

(it) A uniform system of accountancy would have been useful for this 
department, but I think the banks' right of keeping accounts on any 
method should not be interfered with. 

47 . 

Rai Bahadur Surendranarayan Sinha, Chairman, Distriot Beard, 

Murshidabs^ 

Part i. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1 . (t) («) The agriculturist obtains finance from co- 

operative banks, loan offices, niahajun.s and dealers in, trade. The loans 
received from raahajans are often guaranteed by mortgage of orna- 
ments and lands. 

(b) From the sources alluded to in paragraph above and from the 
superior owner of lands (bhagidar). 

(c) In failure of monsoon they seek loans from co-operative banks, 
loan offices, mahajans and obtain agiicultural loans from the Govern- 
ment though not so adequate as it should have been. In cases of land 
revenue and rent, they .sell off their lands and immoveables if they 
cannot otherwise procure the money necessary to meet the emergency. 
It is one of the most hopeless aspects of the life of the peasantry in 
Bengal, and the worst of it is that they court loans from the 
!^bulis (m the most exorbitant rate of interest, which staggers one's 
imagination. 

(ti) Bates of interest charged in this area range between 37^ per 
cent, and 12^ per cent, per annum, and the period allowed for repay- 
ment is generally three years, the favourable security being ornaments 
or lands. The custom of advancing money bn the standing crops does 
not find favour with the lenders as much as the foregoing securities do. 

The percentage of secured loan is 00 and unsecured loan is 40. 

(ftt) The fart played by the Government and the Imperial Bank of 
lB^a> in agricnltural finance, is almost nothing save in times ^ 
failure of crops and distress by the former. 


18 
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Co-operative banks play one of the most prominent parts in agrictil- 
tnral finance. 

Indif^enous banks and bankers’ activities are substantial in this 
direction. 

Professional money-lenders are backbone of the peasantry class 
with all their ruthless greed. 

The last goes the joint-stock bank. 

Merchants and dealers play no minor part in this respect by their 
advances to the agriculturists to obtain the concession rates. 

Companies trading in fertilisers hold no place in this part of the 
country. 

(tv) It is very difficult to give an estimate for the whole district or 
province, but as for the Lalbagh subdivision, roughly speaking, 
nearly half a crore is required. 

(v) If the aprioulturists get proper market through a corporate body 
formed for their interest, and advances are made to them prior to cul- 
tivation to save them from falling into the grip of the mahajans and 
brokers and middlemen are not given opportunity to entice the thrift- 
less peasantry into their traps, and if they are properly educated by 
every possible means to look after their own interest against those who 
prey upon them at all suitable moments, the situation may be bettered. 
Above all, they should be made to know by extensive propaganda, that 
on. the improvement of their land by modem process of manuring, 
depends their credit faidlities. Indifference to clearing of rents in 
proper time is another defect on their part, which prevents them from 
securing adequate loans. Organisations like co-operative societies will 
be of immense good to them. 

(vi) No. There is a little co-ordination between the Government 
and the co-operative banks. 

Question (i) The method of marketing crops in this area is 
that the agriculturists take their produces to the nearest centres for 
marketing, and bargain through the middlemen (dalals) with the 
merchants dealing in such crops. 

He is unable to hold up his crop for a better price, for the reasons 
that in most cases he has previoiwly taken advances and cannot, there- 
fore, decline to sell to his mahajen, who in his turn makes large pro- 
fits as he purchases at concession rates. Another point is that he is 
compelled to sell in that dull market to meet his family expenses, 
zemindars’ and mahajans’ dues, as he is over head and ears in debts 
throughout the year — which is partially due to his habit of extra- 
vagance in social and religious rites and ceremonies and blindness to 
his present conditions. 

(it) The possibilities of forming pools are great; the only tiling 
required to attract the people to it is propaganda. A network of sueS 
pools throughout the lengfth and breadth of the country will surelv 
yield immensely towards the purpose, and when the agriculturists wiu 
understand that these organisations are for their benefit, they will, I 
am 'sure, collect in numbers around these pools to market their pro- 
duces through them. Nothing short of co-operative efforts will 1 m x^dt 
appreciated by the people, as the co-operative activities in this pfut o| 
eouniry are so extensive as will easily create a hopeful field for 
4hi8 purpose. 



m 

^ni) Yes, very recently started for jnte-sale only in this district 
at Birfdanga. It is connected with the Wholesale Jute Society in 
Calcutta. 

There is a co-operative store in Berhampore affiliated to the Berham- 
pore Central Co-operative Bank. 

(iv) Almost nil. Issue of cheques, hundis, and demand drafts on 
the local banks in favour of the seller is required for facilitating 
trade in this part. 

Co-operative banks are exacted to play the required part to 
satisfaction. Maldah Silk Union is doing so with the local co-operative 
bank. 

(7'i) (a) Banks, banker®, merchants and dealers purchase goods 
through hats, mokams, ganjas, only to unload them in any Calcutta 
firm, mostly European agencies dealing in export trade. National firms 
have no direct activity in this direction, they play the part of via 
media. 

(vt) (h) Truly the producers do not get the full value of their pro- 
duct. The reason is that they are totally in the hands of the middlemen 
between merchants and producers, and the merchants control the 
market. The firms dealing in exi>ort dictate the rates and the mer- 
chants purchase accordingly. 

(Tui) Nothing worth mentioning. Insurance through post offices 
and hundis and cheques in a few cases. 

(i;r) It is necessary that branches of the Imperial Bank should 
be opened in each district, and receipt and payment be made by issue 
of cheques on all banks a.s widely as possible. 

(xii) There are two classes of hundis in this part of the country, 
one is on presentation, another periodical, />., the hundi is declared 
valid up to certain period by which time tlie hundi will be admitted 
for encashment. 

(,rv) In most cases the hundis are discounted in the local centres. 

(xrii) The instruments used in this locality are railway receipts, 
intimation of postal insurance. 

Question 3> (i) In the Rarh area — 

Good paddy land (nnkheraj) Rs. 450 per acre. 

Good paddy land (raal) Rs. 300 per acre. 

In the Baghri area — 

Good land for rabi crop Rs. 76 per acre. 

Good land for jute crop Rs. 90 per acre. 

(u) (a) The value of land at Government auction for revenue is 
higher than ordinary sale as the party does not bear anything for 
Eharij in the zemindars’ serista but sometimes when the declaration 
for sale is unknown to the public, it takes less price. 

(b) It is generally sold for the decretal amount. 

(c) Refer to answer No. 3 (i). 

Qti^kMi 4* (it) It is not yet appreciable, but sale and purchase are 
not going on as before. 

(Hi) To some extent. 



(iv) No land mortgage bank in this district. 

QUMtion 5* {iv) The people in villages incur debts for all thf 
purposes pointed out excepting manure, and for litigation purpose they 
Ihcur debts in small amounts. 

(v) Generally the debt is largely due to the indigenous bankers and 
pfocessional money-lenders, and in some places to the zemindars. 

(vi) It is difficult to arrive at a definite conclusion. But it can 
safely l>e said that the indebtedness of the agriculturists is increasing 
day by day. 

{vii) To some extent, they are helped at the time of distress, faminie 
and flood. 

(vtii) These Acts may be more prompt by publicity and propaganda 
by the circle officers and president panchayats of villages. 

(it) Kabulis are found in this country. Their busmess is extensive. 
The capital for the business (money4ending) is supplied to them by the 
mahajans of Peshwar at low rate of interest, but they handle the money 
at high rate of interest to the people, i.e., 12J per cent, to 100 per cent, 
per month. For the irrecoverable loan they do seldom go to the court, 
but they threaten the people and realise the whole amount. The police 
officers do not take any steps though they are informed by the 
oppressed. In any case, if they be loser they collect the money among 
themselves to make up the loss ; but they do not lose the credit to the 
Peshwar mahajans. The people generally obtain the amount in an 
easy wav. They do not execute any mortgage or stamped deed. It 
serves their purposes on an ordinaiy sheet of paper or in some cases 
on printed forms, hatchitha or hand-notes. TTsuiy’ Act fails on them. 
Before paying the loan, they extort from the debtors a deed of double 
value with a promise of 12| per cent, per mensem. It ha.s become a 
nuisance and source of hardship to the people. 

(d!) There are many concrete instances. 

(.vi) The Usurious lK)ans Act is effective in some cases in the court; 
h^nce the local mahajans get a bond executed in excess of the actual 
payment. The people execute such bonds without demur as they are 
in want and distress. 

(siii) While changing the documents, the petty mahajans do, in 
many cases, add the accrued interest with the principal amount and get 
fresh documents for the total amount, which is exhibited as principal. 

(aiv) The raiyats can get paddy loan by starting Dharmaj^olas in a 
union on co-operative lines. They will repay such loans in harvest 
times. But as regards seeds, the Agricultural Department may start 
branches in the villages for the purpose on the said basis. 

(sv) The prevalent rate of interest of paddy loan in kind in this 
locMity is times of the loan taken, ».c., maund will be returned 
to the mahajems while they obtain 1 maund. 

The usual rates of interest charged are as follows; — 12 per 
cent., 15 per cent., 18 per cent., 24 per cent., 37 per cent., 56} per 
cent., 75 per cent, per annum. 

Qenersdly it is calculated monthly. The month in which the inpnev 
is repaid is not counted. 

(amt) Yes, in large number (tenants, tenants-at-will and Bar^d«rif)< 

(«t»u) Not perceptible. 



QllWtioil 8. (/> "Rice-milling, dairj* farming, cotton ^nneries, 

sugar refineries do not exist in this subdivision. But handspinning is 
found in a very few houses. There is ‘^gurh^^ making system on 
joutha (co-operation). 

(it) By preaching and pn)paganda in the villages, and making 
the farmers educated on this line. Besides that aid with funds is 
essentially necessarj% as also market. So to encoumge them, a Sale 
and Supply Society should be established in Calcutta, and agentdes 
should be opened in villages on the co-operative line. Supply of raw 
materials will be necessary. 

(/iV) When the farmers are out of employ, some of them carry on 
business with crops on a small s<*ale, and some devote tlieir time in 
labour on daily charge to meet their livelihood. It may be useful to 
them if they be encouraged to spin threads from jute* and cocoanut 
fibres, and to make canvasses, etc. Besides that, they have subsidiary 
business, /.e., the Muhammadans keep poultry on a small scale for 
their own use and sale. 

(iv) Formation of small private <*ompanies or co-operative societies 
on share basis. 

(r) It will be arranged 1)y the private companies or co-operative 
societies. 

Question 6A. (/) By forming a company and by allotment of share* 

(ii) I can suggest one thing that the Government first should start 
an industrial firm with its own capital and after some years when it is 
prospering it should be handed over to the public, which will repay 
their capital by instalineuis. Such methods are being adopted in 
Mysore and in other Indian States. 

Question 6B. (/) Day labourers take advances from their masters 

on condition by repayment of the vsame by labour ; fishermen also take 
advam’e from the people on fish. Hetail merchants lake articles from 
the w^holesale dealers on cre<lit. Service-holders take advance from 
their office masters on pay and provident fund, and middle class 
gentlemen take loan from the local mahujans and co-operative banks 
and also from joint-stock hanks. 

(ii) They generally borrow for the purpose of meeling family 
expenses and for unexpected losses and for small business at the rate 
of 37i per cent, interest. For the secured loans, the rate of interest is 
at 24 per cent, and for unsecured loans at 37^ per cent, generally. 

(in) Government does not help them. Co-operative banks help them 
who are members of a society. The joint-stock companies help them 
giving loans at 12 per cent, on a sufficient security, and the indigenous 
bankers give them loan on security of ornament at 12 per cent, 
generally. It is very difficult to suggest better financial facilities for 
them as there is no thrift among them, 

(ir) The indebtedness among these classes is going on as usual. 

Question 7# (i) Indigenous banks do not like co-operative banks, 
fhey preach against the co-operative societies. There are a few joint- 
^ck banks in this district; they keep deposit in the co-operative 
li^ieties. Regarding the Imperial Bank of India, it may be said that 
it does not help any co-operative societies, nor has it any bad motive 
Ogainst them. 



(m) For the Lalbagh subdivision, about one lac of rupees is 
required for financing the co-operative movement. 

{iy) and (v) The Imperial Bank of India has no branches in this 
localitjr. Competition between joint-stock banks and co-operative 
banks is not yet noticeable, but to some extent, I feel that the Jangi- 
pore Central Bank has tendency to compete with this Lalbagh Central 
Bank. They accept in some places deposits at higher rate of interest. 
It wishes to take more credit preaching the unfounded allegations 
against this Central Bank. 

{vi) It is desirable to stimulate the growth of the co-operative move- 
ment by — 

(t) reduction, of fees on money-order, 

(ii) giving greater advantages in the sub-registry office, and 

(m) allowing cash credit between the societies by cheque system. 

Question 7 A. (i) My suggestion is that no loan should be grai\ted 
to individual members ; but in the case of depositors, they may be given 
loans to certain percentage of their deposits. 

(m) I am not in favour of free inter-lending of funds between co- 
operative societies and joint-stock hanks. 

Quostion 7 B. (i) Since the establishment of co-operative societies, 
rates of iilterest on secured and unsecured loan seem to have been 
reduced by the local mahajans. The people have got tendency to join 
the societies for cheaply obtainable credit. It is being noticed that in 
some places members have tendency to keep deposits saving some thing 
from their daily expenses. They are on the way to leai-n thrift. 

(Ji) It has not yet been able to replace the professional money- 
lenders in this locality. 

{Hi) The factors that operate against the rapid spead of co-operative 
banks are as follow: — 

‘ (a) Whenever a society is propo.sed to be started in a village, the 

local mahajans preach against it. 

(b) Want of literate members. 

(c) Some zemindars who have money-lending business are against 
the movement. Except very few, the others are very indifferent to it. 

(d) There is no provision in the Co-operative Act to realise money 
from a defaulting member easily. 


Part IK — Indigenous Banking. 

Quostion 2. The credit given by the indigenous banks and bankers^, 
greatly assists agriculturists, trade and industry. 

(Question 4. Hundis are of two kinds, viz., on presentation and 
peri^ical, t.c., hundis valid up to a certain period. 

Hatchitha, hand-note, promissory note, etc., are other credit instru- 
ments. 

QilMion 5. (/) Different hanks frame different rules according 

to meii‘ c.onvenience, for their guidance. The private persons have 
no rule, but they allow sufficient margin against losses aj^srehended, 
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in future in cases of strained realisation from the debtors, so that the 
inie^st and the princiiwl advanced mav not fall sWt of the 
minimum value of moveable or immoveable proi)erty taken on mort- 
gage in guarantee of their credit. 

(ii) By receiving deposits in addition to their own capital. 

{Hi) The rates of interest on deix)sits are as follows : — 4 J per cent, 
to 7| per cent, per annum. 

(in) The indigenous banks do not get sufficient facilities in 
rediscounting hundis in mufassal towns. 

Qirastion 6 . (/) Interest is paid in coin and not in kind. 

{ii) By establishing more co-oixsrative societies on sound basis. 

{m) It is apparently seen that the reduction of rates will confer 
great benefit on them, and inci'ease their resources. There will 1)6 
an improvement in the standard of living, or they will be able to 
spend more on agricultural improvement, and better their agricul- 
tural implements, but I am afraid they will incur indebtedness heavily 
— ^they would have tendency to borrow more — they will not try to 
rei>ay loans as low rate of interest might tend them to take less care 
of the loan hanging on them. 

Question 7. {U) Not well protected. 

Question 8. {Hi) Yes. As the realisation through the civil 
procedure takes abnormally long time, it would be of great facility 
xf the procedure could be shortened and ex[)editious. 

{iv) They are sure to resent any introduction of measures calcu- 
lated to stand in any way to their interest-s. 

Question 9. To give an idea of the net return is difficult inas- 
much as the losses and the management expenses do greatly vary each 
year, according as the clients are honest and punctual in their deal- 
ings. But on the whole, it would not be far from truth, if I say 
that such banks are not usually run on loss. 

Question 10. They cannot accommodate all the demands. 

Question 11. (/<) It is desirable to have a central organisation in a 

district connected with provincial central organisation. 

Question 12. {i) There are very very few cases of indigenous bankers 
who have money unemployed. 

{ii) A large amount of money is flowing to the provincial capital 
for various reasons, viz., for safety, to avoid botheration, etc. 

{Hi) These funds instead of flowing into the provincial banks, may 
find remunerative employment in the districts either on development 
..of co-operative societies on sound basis or the Government take 
'guarantee for the same. 


Part til. — Investment habit and attraction of capital. 

' Quactimi 1. (i) Co-operative banks, joint-stock banks, indige- 
nous bai^ with their share capital, deposits and reserve funds, etc. 

<m') Postal Savings Banks, and Oo-operative Banks are in exist- 
ihiaje for encouraging savings, insurances and home-safe boxes, and 
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^vident funds, etc., and purchasing shares, debentures of fiouriidb* 
mg corporate bodies. 

Besides these, there are cash certificates, Government papers, etc. 

(iv) Yes. 

(u) By propaganda, and educating the people in the habit of 
thrift. Frequent liquidation of banks and other companies and pro- 
tection under immoral insolvency by individuals are the drawbacks 
for the investment of the savings of the publics. 

{vi) Some people in India are in the halnt of investing in silver 
and gold, generally the female class prefers this. 

Question 2. (i) Not popular. 

{ii) Yes. 

{Hi) The savings b.nnks afford facilities to the people of towns 
and where there are savings banks in interior, but the mufassal people 
do not get any such facilitie.s for want of it. ‘ 

{iv) Middle clas-ses, widows, school masters and public funds, 
viz., school funds, provident fund, municipal employees’ fund, etc. 

Question 3> (»') No. I am not in favour. 

{ii) The financial agencies have agents for selling and purchas- 
ing securities on commission. 

(m) They at once pay to the zeminders to clear up the debts and 
rents respectively. 

{iy) No. In a prosperous year the surplus money is spent in 
clearing up the old debts and rents. 

Question 4« {i) Not appreciable. 

{ii) The abolition of stamp duty on cheque has made a good effect. 

{Hi) There is a little cheque system in the localitj*. The rich 
have connection with the banks. 

{iv) No harm, if the vernacular scripts are introduced. 

Question S. {i) Yes. 

{Hi) Propaganda works. 

(iv) Though the branches of the Imperial Bank of India are not 
in this district, I know from the other province that they are work- 
ing well producing good result. 


48. 

Mr. Brajomira Molian Maitra, Vico4)lwimuini District Boani, RaJsluBii. 

Part 1. — Agricultural Credit and Credit Facilities for Bnuffi Industries. 

Question I. (i) The agriculturists obtain their finances by loan for 
all their various needs mentioned in (a), (6) and (c). The vMue of the 
crops raised by them is barely sufficient to meet the cost of living. 

(ii) lioans are usually taken from nsnrious money-lenders who ebargb 
Sntbrest at Rs. 20 to Rs. 75 per cent, per ananm. Ixians are generaUy 
taken towards the close of the Bengali year and imid up in the- middle 
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of tlie year following after tlie autumnal crops are liarvested and sold^ 
Cbmponnd interest is sometimes charged. In most cases of loans of 
Bmall sums to the agricultural people no securitv besides an unregistered 
f amasnk is taken and the percentage of secured loans in our part of the 
country cannot in my opinion exceed 5 per cent, 

(in) In our part of the country there have cropped up in recent 
years a few co-operative loan societies here and there, under three central 
co-operative banks at Sadar and the subdivisional headquarters at Nator 
and Naogaoii and one at Puthia, a considerable village having a central 
position in the district, but these co-operative societies have touched only 
the fringe of the huge financial needs of the agricultural people. There 
are a few indigenous banks at the district and subdivisional beadquartera 
but they deal generally with people who can afford substantial security. 
It is the professional money-lenders of the old type who hold the field aa 
regards agricultural loans. 

(tv) With the exception of a few substantial people the agricultural 
population of this district — nearly 80 per cent, of them — are in a state 
of chronic indebtedness. A large capital is necessary to finance them. 

(r) The present system of raising loans from unscriipulous money- 
lenders results in tlie ruin of the people, who charge high rate of interest 
and from whose clutclies the people cannot entirely get away. The cure 
lies in the estal)lishment of more co-operative loan societies and eradicat- 
ing if possible the hal)it of improvidence by propaganda and spreading 
of education. 

(rl) Co-ordination among the various indigenous private dealers and 
the co-operative credit societies is not an impossibility. At present no 
such co-ordination exists. 

Question 2i (/) Jute and aus paddy are harvested and made ready 
for the market during the second quarter of the year generally a short 
while before the pujahs when the raiyat has got lo pay up the landlords* 
demand for liis iiiahajan and lias also to meet other liabilities, lie is^ 
therefore, forced by stress of circumslances to put his crops in the market 
as soon as they are ready for sale. 

(//) Co-operative efforts in the dire<*tion of x>oo]ing the crops may be 
successful only if sufficient funds are forthcoming to make advances to 
the raiyatvS to enable them to meet their immediate needs. 

(Hi) A jute sale society has recently been started in our part of the 
district on co-operative basis under the auspices of the Government 
Co-operative Department. The capital is expected to he derived from 
sale of shares, supplemented by loan or cash credit from the Provincial 
Bank. The object of this society is to buy directly from tlie growers 
and sell directly to the mills so as to cut down the number of middlemen 
who defraud the hard worked raiyats of a substantial part of their just 
dues. It is proposed to allow the growers (sellers) of jute some share 
out of the profit. Shares are not selling quickly as the raiya:ts want 
quick return for their money and have no heart for an enterprise whi^b 
cannot assxire them of a handsome dividend from the first year of ita 
Start as private loan companies usually do. 

(n?) In our parts of the country speculators stand in the way of our 
raiyats getting full price for their crops. This specially happens in 
to jute which changes hands several times before it reaclies th# 
nb^uiaetur^^ part of the growers" dues goes into the middlemen "a 
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pocket at every such operation. The remedy to my mind seems to be to 
;start co-operative jute sale societies and to stop speculation in jute 
by legislation as far as practicable. 

QtiesttOll 3. (/) In this district the price of land varies from Rs, 50 

*0 lis. 500 according to climatic condition of the part of the district 
'Where land is situated — for instance land in the northern and western 
part of the district as also on the densely populated southern fringe along 
the bank of the river Rudda fetches a comparatively higher prices than 
the land in the interior of the district where the population has been 
thinned by malaria and other diseases, 

(ti) The health of the locality, the uumher of people inhabiting it 
.and the fertility of the soil consequent upon the existence of an efficient 
system of drainage are factors which regulate the value of lands. 

(a), (/)) and (c). Some dilference must necessarily exist in land value 
under these tliree forms of transfer of land from one hand to another, but 
aince the passing of the amended Bengal Tenancy Act, they are sliowiug 
jbl remarkable tendency towards equation. 

Question 4* (/) No legal impediment since passing of tlie above 

Act. 

(it) The passing of the amended Bengal Tenancy Act has to some 
extent improved the credit of the agriculturists. 

(fii) In our part of the country fragmentary holdings do not appear 
to stand in the way of the establishment of long term credit. In fact the 
walue of sucli holdings is in some cases liigher than that of large holdings. 

(iv) A few co-operative credit societies have been establisfied to finance 
Agricultural people which grant bolh short and long term loans. The 
rate of interest being somewhat higher in the latter case. 

(r) These societies obtain their capital trom co-operative central 
banks and tliese latter from deposits and cash credit from Uovernment. 


48. 

Itai Bahadur Umesh Chandra Chakladar, Vice-Chairman, District Board, 

Mymensingh. 

:Part l»— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (/) (a) If the required amounts are small or moderate — 

"from money-lending gentlemen or landholders of the village or from pro- 
fessional money-lenders mostly on bandnote or bond without security. 
Security is indispensable if party is* poor or less known or has no large 
lioldings or assets. Hypothecation of lands, jewellery, etc., is necessary 
in some places. Interest ranges from half anna to one anna per month 
per pipee. This is the case where finance is obtained from inbabitants 
of the same village. v 

Interest is a bit higher — ^np to two annas per month per ruppee when 
professional money-lenders have to be approached. 

I^i^ben no advance is available from a neighbour op any gentleman 
of the same* village or of a neighbouring village, agriculturists have id 
resort to the Cooperative Society/ if any, or the nearest bank or ioah 
office. In the latter cases loans are obtained by mortgage; personal 
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flecirities are also required. Interest for 3 months has to he paid in 
advance. Interest varies from twelve per cent to twenty-four per cent. 
It is not possible for any and every raij’^at to obtain finance in this way; 
there are great difficulties. 

(h) Thfc system is almost as above. Finance is rarely availal)le: 
Interest is higher— as the accommodation required involves n compara- 
tively big sum, which, again, is required for a fairly long period. 

(c) Finance for special needs can be obtained only with great difficul- 
ty. Acccrding to the exigencies of the borrower, higher rales of interest 
are generally demanded. 

Failure of vwnsoon , — In times of such need the agri(‘ulturist has 
to depend on the same system as described al>ove. Credit is invariably 
dear in every quaifer. Agriculturists ai*e in great distress and cannot 
have any relief unless the landholders extend their helping hand, which 
they do on rare occasions. It is not infrequently the case that help 
from Oovernmeni is also found necessary. 

Rent , — For payment of rent the I'aiyats generally apply in the first 
instance to the landlord. The amount representing the rent or arrears of 
rent due is deducted from the total amount of thei loan and the balance is 
paid to the borrower. Interest has to be paid at the usual or current 
rate ; sometimes at a higher rate imposed by the lender. 

(ii) Rate of interest in this district varies from nine or twelve per 
cent, (which is very rarely to be met with) to as high as sixty to seventy- 
five jrer’ cent. The variaiion is due to the urgency of the needs, dearth 
or availability of liquid money in the locality^ good-standing or unfav- 
ourable circumstances of the borrower (the degree of the risk involved 
in the transaction), co-operation or help from village headmen or other 
influential iK?isons, 

There is gerif*rally no particular stipulation as regards the time of 
repayment. A period, say, three months or six months is generally 
mentioned in the deed, which only indi(*ates that the money is not to 
he I'epaid before that period. Of course, the restrictions imjioscil l)\ the 
law of limitation apply. 

Securities are standing crops, ornaments, lands, homestead, other 
moveables whether by hypothecation or mortgage. In some case^i mere 
personal securities do, whei'eas in other cases personal securities are 
required in addition to those mentioned above. 

There are instancevS of a good deal of advances of small amounts for 
very short periods^^hich are made Muthout any legal deed or formali- 
ties. An amount, say, Rs. 5 is advanced on one market day on condi- 
tion that (say) Rs. 8 or Rs. 10 are to he repaid on the next market day 
or on the one next after that. In some places amounts, e.g., Bs. 2, 
its. 5, Rs. 10 and so on are advanced at a rate of interest varying from 
half anna to two annas per diem per ruj^ee. Such loans are to be repaid 
•within a week or a fortnight, interest being payable every day or on very 
hat (market) day. 

Loans are obtained in some places on the condition although not in 
writing— that the crop produced will have to be sold to the lender. In 
some localities interest is payable in kind, say, by giving 30 or 40 
maunds of paddy every year until the debt is redeemed. 
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All advances from banks or loan offices require securities. Advances 
above small amounts or for a fairly long period from private money* 
lenders also require securities. 

In my estimate about 70 per cent will be secured and 30 per cent, 
unsecured loans. 

(r-) The defects of the present system are inherent in two factors, 
viz., (1) illiteracy of the people, which stands in their way of taking 
a course of action beneficial to themselves, and (2) crude form of 
credit, which presses heavily on the agriculturists. The private money- 
lendeiy often combine trading with their money-lending business. The 
exorbitant rate of interest increases the cost of production of agricul- 
tural products, and reduces the purchasing power of the agriculturist. 

Remedies . — Establishment of separate institutions for provision of 
agriimltural finance and that on co-operative basis. This will educate 
the agriculturi.st in thrift and relieve them of indebtedness, 

i vi) I am not of opinion that there is co-ordination among the various 
credit agencies. There should be regular control of the primary credit 
societies by central co-operative societies. There should be a uniform 
prcM'edure tor conduct of business and a stronger system of audit. At 
the head of the primary societies and central banks there should be in 
each province a provincial bank which should have an efl’ective control 
over the entire organisation below. All the provincial banks should 
again be linked together under the guidance ot a central all-India 
organisation for dealing with agricultural ciedit. The bank of issue 
should be bound by statute to help the co-operative hanks, in any 
possible way, when occasion demands. 

QU6Stion 3« {*) Land in which paddy or .iute can l)e grown fetches 

the highest value, which depends on the number, kind and quality of 
crops yielded and ranges from Rs. 400 or lower to Rs. 3.000 per acre, 
or even higher in some places according to the natural advantages and 
situation. 

(ii) The factors which affect such value are number, quantity and 
quality of crops yielded, land which yields two or moie crops having 
greater value. Situation, natural advantages, means of commtinication, 
e c., also play an important part. 

{a) Value of land in Government auction is generally the lowest 
because it is often the case that the public keep themselves very poorly 
informed of such sale.s. 

{h) In the event of sale by Court decree it is often found that the 
value goes a little higher because of rivaliy- of two parties — the decree- 
holder and the judgment-debtor. 

(c) Value of lands is the highest in purchase by private negotiations. 

Qaastion 4* (i^) There are no such institutions for the provision 
of long-term credit in the true sense of the term. 

{vi) Separate institutions called eo-operative land mortgage banks, 
should be established in each district with a central orj^anisation (say 
Provincial Land Mortgage Bank) to roise longJterm funds by issuing 
dehenturei on the collective guarantee of or ileatinig charge on. ail the 
mortgages. All the provincial land mortgage banks (the central or^ni* 
eit^onB) should be co-ordinated under an all-India oontrolling oigaah^ 
tipn such as an Agricultural Credit Board. Provision may also be made 
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lor oomraercial land inorti^age banks, registered under the Indian Com- 
4^ct TO cope with the demand. ^ 

(ini) Working capital should he largely derived from debenture 
bonds. Term deposits and funds from central institutions should not 
form a very large portion of the working capital. 

(iw) Debenture bonds should carry Government guarantee both for 
principal and interost at least for the first five or ten years, and for some 
yeara more thereafter only for the interest. 

(.n/) Yes, they should be included in the list of trustee securities. 

(anii) As stated before, provision may be made for commercial land 
mortg^-e banks, registered under the Indian Companies Act, co- 
operative credit societies may also have, if necessary, u separate 
department for providing such credit. 


Part III.— Investment Habit and Attraction of Capital. 

Question 2. Generally^ salaried educated gentlemen of the middle 
class take to this form of investment. 

It is expected that sufficient publicity, particularly in the interior, 
will popularise cash certificates. Cash certificates of smaller denomina-' 
tions may, if there be sufficient publicity, be popular among villagers 
and agriculturists. An issue of a still smaller denomination of Us. b 
may be tried. Sale by licensed or authorised sellers on commission may 
do a great deal. 

(rr) No, I do not think. 

(iii) No. 

(jr) Mostly educated salaried gentlemen of the middle classes resort 
to the Post Office Savings Bank. There are also non-interest-bearing 
accounts for orthodox Muhammadans. 

(f) Provision should be made to attract the merchants on the one 
hand, and on the other the agriculturists and the villagers in the interior 
where there are no banking facilities for the people — nor is there any 
possibility of there being such facilities in the near future. 

I think a little propaganda and removal of the existing disadvantaifes 
and inconveniences will attract other classes. The disadvantages are : — 

Bigour of rules, specially regarding specimen signature, etc., and 
fear of consequent harassment by postal officials, fear of fraud by other 
members of the public or by postal officials, and of loss of Pass Books 
at the time of transaction in the Post Offices, apprehended difficulty 
of realising the balance by the successor or heir in case of death of the 
depositor, distance of Post Offices from! the village and want of such facili- 
ties in the nearest Post Office and so on. 

v (vi) No, I do not think there is any reiMon to Mieve that the Govern- 
n^t are competing with the banking institutions in' regard to Post 
tOilcf ^vi^^jBank and cash oeitifieatM. 
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80 . 

Mr. Dab^ranath Chakravarty, B.L., Chairman, Sadar Local Board, 

Howrah. 

Part I.— Agricultural Grodit and Credit Faoilitios for Small Industries. 

Question 1 . — (i) (a) <to (c). The agriculturists obtain finance by 
borrowing money for expenses of cultivation, payment of land revenue 
and rent, as also in the event of the failure of monsoon, from the 
money-lenders living in the village or vicinity. For small amounts 
the money-lenders take hat-chitta or hand-notes, and where the 
borrower can prove his credit even a hand-note is not taken. But where 
the borrower is lacking in credit, registered l)ond is taken; and where 
the amounts are considerably large or the money-lender is very cautious, 
lands are retjuired to be mortgaged or ornaments pawned. 

The agriculturists do not obtain finance, as they have neither 
organisation nor funds for capital and pennanent improvements. < 

(a) The rates of interest vary from 12 to 87^ per cent ‘ • gener.al, 
according to the lo<‘',ality, parties concerned and the neeoR of the 
boirowers, etc. But in very limited cases higher rates of interest are 
charged by the money-lenders. Small amounts are borrowed generally 
for 8 to f> months and paid off after the next harvest sea.son, i.e., of 
paddy or jute. The money-lenders generally lend money on the 
strength of band-notes, bonds, etc. Standing crops are not given as 
security, but the usual understanding is that the loan will be cleared 
after the crops are harvested and sold. 

Sectiied loans are approximately 90 per cent. 

TTnsecured loans are 10 per cent. 

(uV) There is no organisation here to finance the agriculturists on 
behalf of the Imperial Bank of India and the joint .stock banks. No 
indigenous banks or bankers exist here, and the co-operative banks are 
rather few. The professional money-lenders are the only source for 
financing the agriculturists. Merchants and dealers play a very small 

f mrt in it. The cultivators approach the Government for agricultural 
oans only in time of a serious calamity, i.e., when crops fail for flood 
or drought. 

(iv) In rouj^h estimate. Rs. 10 lakhs may be taken as the total 
amount of capital required for various purposes in the Sadar subdivi- 
sion of the Howrah district. 

(r) The cooperative spirit among the agriculturists to help one 
another in agricultural operations and growing harvest has died long 
ago. There is no co-operative oi^anisation worth the name. Ailite- 
racy prevails supreme in the villages, and there is no field for the 
agriculturists to learn co-operative principles. The result is that 
whenever money is wanted, the cultivators are to run to the money, 
lenders most of whom are unscrupulous. 

Spread of mass education and formation of co-operative credit 
societies almost in each village are required if the condition of the 
agriculturists is to be improved, 

(m) It has been observed that there are' very few co-<^ratiy» 
credit societies and there are no other credit agencies in the suhdiyiaum 



287 


ext^ei>t the money-lenders. There is no co-ordination amongst the 
moiief-Ienders. 

Monej^-lenders are found almost in every village, each having: 
certain borrowers in his fold who have little chance of esc*aping from 
his clutches. The money-lenders are always anxious for a high rate of 
interest and have no concern for the needs and helplessness of the- 
borrowers. The situation can only be improved if the money-lenders- 
can be induced to work collectively by forming loan banks. 

Qll66tiail 2. — (i) The principal crops of this subdivision, viz., rice^ 
potato, jute, etc., are taken by the raiyats to the bK*al hat or bazar 
foi sale. Jute and paddy are generally sold at the dcxyrs of the culti- 
vators to the traders who take them to the nearest aiat for sale by 
means of cart or boat. Big merchants purchase the crops froni the^ 
aratdars and the aratdars or big dealers also in many cases take tlie- 
crops themselves from the cultivators to distant places outside tlie sub- 
division by train or boat. 

The majority of the raiyats are unable to hold up their crops for 
better price on account of imiintaining their families, payment of land 
revenue and rent and repayment of loans, etc. The appearance of 
dealers at the doors of the raiyats with cash is no less tempting to them 
to sell the crops. 

(ii) If proper attempts are made, there is every possibility of co- 
operative efforts in marketing produce, but no attempts have hitherto^ 
been made in that direction. 

(ill) No. 

(n?) Formation of co-operative sale societies will prove very UBeful" 
in this part of the district. No such facilities exist here at present. 

(vi) (a) The financing of the export trade is done only by merchants 
and dealers. They purchase produce from the raiyats either at their* 
doors or in bazais, and send the same to Cahnitta or other centres fox* 
sale by means of train, cart or boat. 

(vi) (h) Principally cloths and articles of daily necessity are- 
imported in hats or bazars by merchants for use of the consumers in 
the villages. The shopkeepers generally purchase those things such 
as sugar, oil, cloths, etc., from Calcutta and carry them to the distri- 
buting centres by train, boat or cai*t. The consumers purchase the 
articles from the shopkeepers. 

(vi) (a) Merchants and dealers, as well as many shop-keepers who 
carry on the import and export trade with their ow^n funds, do not 
exi>erience any difficulty in financing. Petty shopkeepers w'ho have, 
credit purchase from big dealers pay up according to iheir contracts. 
Others take loans from the money-lenders for financing their trade. 

(m) (a) It is true that the growers of produce in India do not get 
the full value of their produce, on account of the reasons given in the* 
suggestion, as for example the jute trade in Bengal. The raiyats* 
cannot hold on in order to meet their urgent pressing necessities, and* 
also due to the fact that They have no organisation to help them ta 
s^ure a better price. If co-operative sale societies are established 
with sufficient funds, and if these societies keep information as to the* 
prices in foreign markets, a better return to the producers might bo 
assured. The sale societies should pay a certain price to the growers, 
at the time the produce is handed over to a society, and the remaining 



price should he paid by the society after' disposing of the produce at 
ihe highest price. 

(rii) It seems that the position of monopoly that the buyer enjoys, 
especially in jute, has something to do with the matter. 

(viii) Postal money*orders and postal insurance, besides sending 
money by agents, are the existing facilities for internal remittance. 

(Le) In sending money by postal money-orders and insurance and 
also by agents, waste of time is experieniied in many cases. If co-opera- 
-tive banking succeeds sufficiently well, the cheque system might be 
Adopted as an improvement. 

(x) to {xx) do not quite apply to this area. 

QUMtiwi — (i) Rupees 300 to Rs. 1,600 per acre. 

(ii) The factors are given below: — 

(1) Rent-paying or rent-free lands. 

(2) Lands yielding one or more crops. 

(3) Fertility of land. , 

(4) Risks or otherwise of innnndation or drought. 

(5) Proximity to railways, navigable rivers or khals. 

(6) Proximity to suburban or mill areas. 

(a) The value of land depends on the extent of publicity given and 
“the degree of local influence the intending bidders have on the likely 
bidders. 

(h) Ditto. 

(c) Proper Value is noticeable in case of private sale, but even in some 
private negotiations it is ruled by the necessity and also the means of 
the seller and the buyer. 

S instion 4» — (i) TTsufruotuary mortgage is suffering from certain 
impediments by the amended Bengal Tenancy Act. But gene- 
rally the raiyats do not find any difficulty in mortgaging their lands 
whenever necessary. 

(ii) Occupancy holding has l>ecx>me transferable under the Bengal 
Tenancy Act and this has increased the credit of the agriculturists, 

(Hi) As a general rule, the tenants of Bengal do not appreciate the 
inconvenience for fragmentation of holdings. If long terra credit 
institutions are established, it is not likely to stand very much in the 
way. 

(tv) No. There are some (rather few) co-operative credit societies 
in this area. 

(v) The method of work and raising capital is in common with 
■similar societies elsewhere. 

(vi) Long term credit societies on a co-operative basis should be 
■Asifblished on a lar|^ scale. Bengal should be honeycombed with oo- 
openrarive credit societies if the condition of the agriculturist is to be 
improved to some extent. 

(vid} (a) The r««»rd-of-right8, after it is finally published, has a p<e-, 
»^|rtive It cannot avoid msputes. It may be 

f'i^mded if legislation is so mhde as to give finaHiy to ^0 iecora*i>f> 
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(vii) (f>) Jno action i<eems necessary, because if mortgage banks can 
foreclose in the event of non-payment merely, the interests of the 
borrowers will suffer, because tliere may be cases where non-payment 
is not intentional. 

(vii) (c) Where the record-of-rights has been prepared, a true copy 
of the same should be filed by the loanee with his ai>pliciition for loan 
for ready reference. 

(vrii) Improved type of co-operative credit societies, with powers 
to give long term loans, is reconnneiided in i)lace of mortgage banks, 
if the latter is not on co-operative basis. 

Both the co-operative credit swieties and mortgage banks may derive 
their capital from (//) de])osits, (/>) tuiids from central institutions, and 
(c) debenture bonds. 

(ir) and (.r) Not necessary. 

(.r{) The agricultuial mortgage banks should raise money at an 
interest of (i per cent, per annum and lend at an interest of 9 j)er cent, 
per annum. 

(./*//) and Answered under (viii) above. 

Question 5. — Not very necessary. The societies concerned will look 
into each case, and the officers concerned will look into the matter befrre 
a society is registered. 

(i) No. 

(//) By lo(‘al enquiry, in case apjdicatioiis are received of co-operative 
credit sck ieties, or during propag-anda works for the establishment of 
such societies. 

(in) (a) May be ascertained from enquiries from the registry offices 
concerned ; (/;) by enquiries from the local money-lenders by means of 
issuing notices. 

(iv) (a) to (i) These are common purjroses hei*e for which the 
bori'owei*s take loans from the money-lenders, and still there are some 
other purposes for which loans are taken. 

(v) Professional money-lenders. 

(vi) Increasing, 

(xm) Almost nil. 

(viii) More allotments and prompt action in making enquiries when 
loans are asked for are required. 

*(/.r) Kabulis are becoming rarer in the villages. Nowadays they 
are dealing with the money-lending business only in towns and mill 
areas. 

(s) No. 

(xi) Not known. 

(xii) Not known. 

{xiii) There is a tendency to do so. 

(xiv) Paddy golas on co-operative lines may be established for giving 
loan to the raiyats. 

(dft?) From 26 per cent, to 50 per cent. 

(xvi) Bates of interest on cash advances are generally 12 to 37 J per 
rent. i>er annum. In case of failure within the time fixed, compound 

19 
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intfefest is charg-ed, and if reiJ^ymssSit is not made in due time, payment 
is enforced by suits. , ■ ' " 

(.tvii) Yes ; a fair number, if not large. 

{jrviii) Yes, naturally. 

Quastion 6*— (0 Rice-milling, Gur-niaking, boiiiculture, weaving, 
. embroidery, hooJka-manufacturing, brass lock-manufacturing, etc. 

{ii) Industrial co-operative societies might be started for financing 
these industries as well as for sending the articles, such as locks, etc., 
abroad for se<;uring higher pi-ice. 

(ui) Coir-making, spinning and sericulture may l)e taken as cottage 
industries to engage the cultivators in off-season. 

(rr) Co-operative credit societies. 

(u) Co-operative hanks. 

Question 6A. — (/) Not available. 

{ii) No. 

Question 6B. — (/) l/iuulless people undergo great difficulties in 
securing loans. They are compelled to mortgage their homesteads, 
etc., and pawn ornaments. 

(ii) Marriages of daug-hters generally and sons in some cases, 
sradh ceremonies, educational expen.ses. medical ex|jenses and also 
household expenses; vary from 12 per cent, to ‘17i per cent. 

{Hi) Government, co-operative societies, joint stock companies and 
bankers are not giving them help in any way at present. Money- 
lenders are their only friends. 

Cottage industries may be introduced under co-operative basis 
amongst them for giving them better financial facilities. 

(/r) Indebtedness is on the increase. 

Quwtion 7. — (/') No relation exists. 

(Hi) No definite o.stimate can at pre.sent be given. It can be 
ascertained at the time of propaganda for introducing the co-operative 
movement on an extensive scale. 

(iv) and (v) No competition. 

(ri) Financial concessions will stimulate the growth of the co- 
operative societies. 

Question 7A«— (*) It is desirable that co-operativ’e central banka 
should grant loans to individual members and depositors through the 
rural societies. 

(ii) Yes^ 

Jni) Yes, if possible. 

(w) There^ are no joint stock banks and loan offices under the juris- 
diction of this Board. The existinft co-operative credit societies 
which are vei^ few, have no connection witn one another. 

QuiMtiOT 78. — (i) It has a tendency td lower the rate of inie^Ost, 
l>ut ti|»ere is i^o marked chan^ in ibis part of the district, as thgre are 
few Societies bere. Attention of tbe Co-operative Beparimeni 
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(it} Vfery little r<?sult has yei liaeii i|(^hieved in replacing pimfes- 
fiional money-lenders, aS the nnmbei^.of co-optative credit societies ife 
small. 

(Hi) I^ack of mutnal confidence among the members of the societies 
and the headway of the money-lenders. But no serious attempts have 
been made for spread of co-operative societies in the niral area of the 
Sadar subdivision of the Howrah district. 


51. 

Mr. Rajendra Nath Maiakar, Pfeadir and Vice-Chairmani Bagerhat 
Local Boards Bagorhat (Khulna). 

Part I.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. {i)(o) From co-i)perative societies, by liaurbuotes and 

from the mufassal creditors by simple bonds. 

'h) No system is in vogue for raising loans for permanent improve- 
ment. 

(c) The cultivators take loan by mortgaging and transferring their 
lands for land revenue and lent, etc. 

(it) The rate of interest varies from Ils. 25 to Rs. 75 per cent. 
Period for taking loan is generally one year. Tiunded pioperty is 
generally given and ac(*epte(l as security. My estimate is that secured 
and unsecured loans are half and J)alf in our pait of the (‘ountry. 

(///) The co-operative banks only have made a little attempt to 
protect the agriculturists from the grasp of the money-lenders. Many 
acres of laud have fallen fallow for w-ant of fertility and nothing is 
done for their improvements from any auUioritv. 

(iv) Three crores of rupees are re<|uired in district. 

(v) The money-lenders are ruining the cultivatojs. The co-opera- 
tive system does not allow’ any loan on individual caj)acity. The 
remedy I suggest is that the Government should issue loan at a lower 
rate of interest on individual capacity. 

(vi) No co-ordination. 

Question 2. (i) The principal crops on being harvested ate kept in 

the grauaiy of the owner and the dealers pujchase it when necessary 
from them. If the dealers do not go to purchase it just after the luu vest, 
the owners sell it by carrying small quantities of it t(» the hat on every 
hat day, twice a week. One among tnousand may hold up his crops for 
better prices, the rest cannot do so due to poverty. 

(ii) If the cultivators be educated and their pecuniary t‘ondition be 
improved. 

(Hi) No, 

(vi) (b) The suggestion is a naked truth. As the cultivators in this 
district are very poor, they can ueither exi>ort their products nor hold 
up for a better price, and hence they are compelled to^ sell on low 
prices to the local dealers. If the co-operative sale societies be im* 
proved in our district, the cultivators may get a better price for their 
products. 
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Question 3i (i) iiands producing jute aud paddy are sold at Rs. 600 
per acre. » * 

(id) (b) Generally Rs. 300 per acre. 

(c) Generally Rs. 600 per acre. 

Question 4i (i) and ^V) Yes, the abolition of the system of usufruc- 
tuary mortgage and shortening the period of complete usufructuary 
moi'tgage and the introduction of high landlord’s fees for transfer of 
occupancy right and nou-transferahility of imder-iaiyat holding are the 
impediments to mortgage of lands and agricultural holding in our 
province. 

(iv) There is oul>- co-operative hank for long-term iredit. 

(r) It raises its funds by paid-up share capital and loan from 
Provincial Hank and from deposits of the local people. 

Question 5> («) Through the help of the presidents of the unions. 

(Hi) The amount of debt under (a) is greater than that of under 

( 6 ). 

(iv) Debts are incurred for the following purposes: — 

(a) Repayment of earlier debt. 

(h) Marriage and other social occasion. 

(c) Litigation. 

(</) Famine and other kinds of distress. 

(e) Growth of debt by compound interest and interest not having 
been paid up. 

(/) Cattle and seed. 

(v) The debt is due mostly to professional money-lenders, 

(vi) Agricultural indebtedness in our locality is increasing. 

' (vii) No need is met at present by the laind Improvement Loans 
Act of 1883 and the Agriculturi.st.s’ Loans Act of 1884. 

(ia;) Kabulis are sometimes found to grant loans to the agiicultuiists 
at a very high rate of interest at some parts of our country and they 
frequently sell cloths on credit amongst the cultivators at double 
prices. 

(xii) No. 

(^iv) Loan by the Government through the union boards and 
panchayati union on a low rate of interest. 

(xv) Half and sometimes equal to principal paddy per year, 

Quustion 6« (i) In our part of the country the farmers make “gur” 
in winter seasons, sometimes they produce chillies, brinjais, gourds, 
arums, sugarcanes, etc., in their lands and gardens and sell in markets. 

QirastlOn 6B. (i) They get small amount of money on simple Imnds 
both registered and unregistered, 

(id) For marriages and for household purposes specially for food 
and clothing. R.ate of interest is very heavy to the extent of Rs. 25 
to Rs. 50 per cent, per annum. 

(iv) Generally increasing. 

QuMtim (iv) No competition. 
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Qutstion 7A. (i) Yes. 

(it'O Yes. 

Question 7B. (/) The "effect is good. 

(iii) Want ot educatlou. 

Part I A. — Loan Offices and Joint Stock Banks in the Mufassai. 

Question 1. (a) At oiu* district heiuhiviai'ters in Khulna there is a 

big private loan office. 

[h) So also at the subdivisionnl headquarters of llagerhat there is 
a loan office in a <lying condition and also a X'lvou Rank. 

Question 5. (hi) In granting* private loans sometimes interests are 
deducted in advance. 

(ir) Yes, irashiJ/i are given to save the docnment from limitation* 

Question 12. Yes, lending to unfit persons and relatives of the 
authorities and by treachery. 


Part III. — Investment Habit and Attraction of Capital. 

Question 2. (/) Yes, to a certain extent it is popular in our 

province. Its popularity may be increased by explaining its utility 
and its certainty of repayment to the uneducated juivate nioney-lenders 
and middle class people. 

(ir) Generally the educated publics resort to it. 

(r) Its necessity, steadiness and stability should l)e explained to 
other classes. 

Question 3. {Hi) They are in the hahit of purcljasing lands, making 
investments and of foolislily wasting it lavislily for marriage, sradh 
ceremony and for other religious purposes — without any considerati<*n 
for their future. They keep it in boxes, underneath the ground and 
sometimes with their rich friends. 

{ir) Yes, they lend ui varialde terms. In a prosperous year they 
invest surplus money in ordinary way. 
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Mr. Siddheswar Banerjee, Chairman, Local Board, Barrackporo, 

24-Parganas. 

Part I.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. ii) (a) The majority of the agriculturists, who aie culti- 
vators themselves, obtain finance for their expenses during cultivatioD 
from mahajans who advance money at a high rate of interest ranging 
from 37 to 75 per cent, per month, sometimes moie. In some villages 
co-operative banks have oeen started and those cultivators who happen 
to be the members of the banks get advance from these banks at 12 per 
cent, to 18 per cent, per annum. 
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(b) The invariable practice among the people except in cases of 
few who can afford to indulge in extravagant luxuries is that they dfc 
not run into debts by paying heavy interest for these items, viz., capi^l 
and permanent improvement. 

In exceptional cases those agriculturists who do not entirely ^de- 
pend upon agriculture only for their existence approach authoritiaa to 
get advances at a comparatively low rate of interest from District Board 
or Ooverninent by agreeing to repay in 4 or 5 annual instalments as 
for instance to dig tanks, &c. 

Arrangements are also made by Government for irrigation and costs 
are recovered from the agriculfurists through the ssamindar during 
each kist. 

(c) Invariably in cases of failure of monsoon, for land revenue, and 
for rent, petty landlor<ls and cultivators borrow money from mabajans 
to meet the exigencies often at a high rate of interest. Sometimes they 
put oft' rent by paying illegal gratification to gomastax or collectiing 
agents or they enter into an understanding with them that the gomastas 
will meet the rent from their pocket but will realise them afterwards 
from the cultivators with interest at 74 per cent, in the i-upee for the 
period the amount is left unrealised which in no cases exceed six months 
from Aswin to Chaitra. 

The petty landlords sometime'! during the time of kists take advance 
from these ganinxtm or collecting agents who in return are allowed to 
realise interest at the above rate from tlie cultivating tenants. Some- 
times they take loan to pay the revenue but when they realise rent they 
spend it to meet their other pressing needs w’ith the result that these 
loans go on .swelling wilh interest when one day they find that they are 
quite unable to meet the levenue or the rent of the superior landlord 
and their properties are sold for nieie airears of rent or revenue as the 
case may be. The jirice at these court sales in most cases do not exceed 
'the amount decreed. 

{it) The rate of interest is 37 per cent, per annum. In soipe 
they have to pay such high interest as 75 per cent, per annum an$ 
creditors geneially take landed properties as security. In our Bubdivi* 
sion charge on standing crops are almost unknown, but sometimes 
arrangements are made l>y which the parties agree to pay the loan as 
soon as the crops aj-e ripe, and the creditors fall upon them no sooner 
the paddy and jute are ready for market and they take these crops when 
ic sells at the lowest rate, but even then they will not pay theptfipeK 
market piice. In some villages these men become prey to Kabuli 
n)opay4epders and khtiwQlas, who extort high rate of interest from 
these iK»or men. For fear of oppression they always pay oft' their prin- 
cipal with stipulated interest, instead of taking help of the Usurious 
Loans Act. 

, Nowadays want is so pressing among these people that they fail to 
keep their appmpted ti|pe of payment or to pay off i^e loan out of Court, 
80 the creditors in most cas^ take recourse to Coirrt for realisation of 
their’ rent. |» cesess of unsecured loofis they ftpd thet there is nothing 
left to theigi debtors wberefroin tJj^ey can realise their decretal amoapt. 
^ now t^ cre4itor8 iusist ppop having so;^ aepprity from the debtors 
hefore they atjvapce any mopey, 'fjips ^ percentage of unsecured 
ibans have fallen much in comx>ariBon with gecpred loans. 



1 Imperial l^ank. Joint iitoek Ilaiaka, th^ Ipdigctiwi^ thanks 

(&e$e banks are not to be found in mral and I think/ in mufassal) 
no part in finanoinff the agriculturists directly dr indirectly, 
Gr&veminent, I have aheady mentioned, souietinies advance money for 
bunds, canals, etc. Oovernnwit also in time of famine dr floods come 
to ihe rescue of these agriculturists, but their help is too inadequate to 
mefi the demand. 

fco-operative banks have been established in some areas and they 
come Avitli their helping hands in time of the pressing need of the people 
at a coiuyaii a lively low rate of interest. Tfut those with no landed pro- 
perties seldom get any help from these banks as they fail to find mem- 
bers who will stand sureties for them. 

Merchants and dealers help in the way that they advance daily neces- 
saries and wait for their dues when the cultivators gather their crops 
and in place of interest they charge higher rate for their articles. 

Companies trading in fertilisers or seeds, etc., are not found to ad- 
vaiif e cominodities in this part of subdivision. 

(iv) In my subdivision, if Hs, 10,000 be placed for disposal for each 
thana, the flemund can somehow be met. 

(v) High rate of interest is one of tlie greatest defects and the 
oppression of Ihe creditors io realise their money without giving time 
for the price of < rops to rise is another defecd. 

If (Joverniuent and co-operative hanks come to their help by ad- 
vancing money at a low rate of interest these defects can be remedied. 
Of course, legislation is another method to remedy these defecds hut I 
think that this forced method should not he adopted unless they are 
educated to respect law hy co-operation. Besides pressing needs, v\hi<*h 
if not remedied by finding money for them at a low rate of interest, 
would not xiermit them to obey law to the letter. 

(vi) Far from any co-ordination among* ciedit agencies, they are 
rarity to be found in existence even. Wlieie tliere are co-operative 
sofeieties, the Government do not come to the help of these jyeople, 

/ There is ample scope for improvement in this direction. Govern- 
ment should fiiul funds for these societies or mer<*hants on (Hiiidition 
that they are to advance money and daily necessaries at a low jirofit 
and realise them when they find maiket for their crops at a favoiiruhle 
rate. 

^ JJf, (i) Middlemen come to villages to find out persons who 

are ready to sell their crops, and purchase them at a price which would 
keep them a sufiicient percentage of profit for themselves. Sometimes 
th©,y tnke their crops to the nearest arat (warehouses at market places). 

The raiyats are quite unable to hold up their crops for better price, 
firstly to meet the pressing demand of the creditors and landlords. 
Thet'e are other reasons why they cannot w^ait for better price, as for 
instance for marriages of their daughters, etc. 

(ii) If organisations aye started to ipsti^ct peqple as to the advap- 
tpges of forming pool or co-operative society for finding favourable 
market for their produce, I am sure there is every possibility of forming 
th(^e societies, and the societies will increase in number as soon as they 

iko adyantaffes of the agriculturists from them. 
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(ni) There being no sale societies in our locality subsequent ques- 
tions of this paragi-aph do not arise. 

(vi) Banks, bankers, merchants and dealers all play important parts 
directly or indirectly in both import and export trades. 

Banks and bankers, when products reach the ports, advance money 
to merchants and dealers, who in their turn help through small dealers 
to reach these imported products to the consumers and to collect village 
products at these ports for export from villages. 

Villagers take their produce to their respective hats where merchants 
who are mostly Marwaris purchase them and store them at mojcams at 
different centres and send them to ports for export to foreign country or 
other provinces. 

The process is reversed during import trade. 

Banks and bankers generally advance money when the merchandise 
reach the warehouses at ports. These Marwaris are in most cases rich 
enough not to require any money from banks but when meichants pf 
other communities come in the field they take help from the banks. 

(vi) (a) Ilouglily, the method how financing during these stages is 
done is mentioned above. The big merchants who take advance get 
money from the bank at a compai-atively low rate of interest and also 
other bunking facilities owing to their credit as well as security. But 
the real growers do not obtain any help thereby. For, these merchants 
and big dealers all work for personal gain and wlien these products are 
collected from villages, they take advantage of the wajit anti need of 
these people by buying them when their prices are low and hold them 
and sell when the prices rise higher. 

If facilities in connection with financing during this stage be given 
to direct growers either tlirough societies or the local zamindars on their 
securities at a low rate of interest, to he recoverable by instalments and 
on the security of their respective products by way of charge, much 
improvejuent can be expected for the movement of exported as well as 
imported articles. 

(r») (h) Tlie suggestion that the growers do not get full value is 
correct to the letter. The middleman is the next gainer. B'lt (he ulti- 
mate gain is made by those firms and companies who deal in export 
trade and control the price. Perhaps this is the greatest grievance which 
a grower in India entei-tains in his mind under the British Government. , 
They undergo hard labour which it will not be imssible to describe unless 
the Committee sees in its own eyes tViese poor pi*oducers washing 
their jute crops in breast-high waters of stagnant and moat unhealthy 
pools, shivering with malaria and kala-azar fever simply to see that the 
owners of firms and mills feed fat with the profits from these produces. 

Instances are so numerous that the Committee will not find any diffi- 
culty to arrive at the conclusion suggested in this paragraph. *1 will 
only direct the Committee's attention to the poor lot of the grfiwers of 
juterin India. It is a clear instance how control of nricas by these firms 
and companies deprive the poor villagers of the full value of their pro- 
duce. A great agitation was started by Mr. Gandhi and other political 
leaders of the country against cultivation of jute and they were success- 
ful to a certain extent, and the owners of jute miUs, who practically con- 
trol the price of jute, irrespective of the quantity and quality of pro- 
duction, found to their great apprehensi<m that the jute cultivation was 



falling off ^j:iafloally, and if tins state of tlvinj^S coiiiiiiiied they appve* 
headed that jute cultivation would be very unpbpulflir ami they grew 
aaxious for the existence of their companies. Ihey fotind an easy way 
of alluring them to the cultivation of this crop by suddenly offering high 
prices for jute, Bs, 25, and in some cases more were offered for a. inaund 
of raw jute against Bs. 6 to Bs. 7 of previous years. The allurement 
had its effect and the next year the cultivation of jute crops was ahuor- 
iiially higher than ever in record, only to see that prices fel! next year 
to Rs. 8 never to rise unless they agjuu form themselves into one asso<*ia- 
tion, like the mill-owners, to comjiel them to pay high prices for their 
produces by cultivating paddy and other crops so long they are not jraid 
a decent profit for their produce. The profit which the shareholders of 
these companies make at tlie (‘ost of these cultivators, if spent to the 
extent of only a tenth part, will drive all malaria from their villager 
and also improve the agrirviltural condition. 

I would suggest that these cultivators will start co-operative societies 
and Government should find funds for these societies at a low rate of 
interest, say at the Savings Bank rate of interest, so that the people 
of India who deposit their savings tl:rough I\)st Office Savings Bank 
may indirectly help their own fellow brethren in villages who find food 
and living from them. Government will not also have to find separattr 
funds exc ept what is in its lN)st Office Savings Bank by the depositors.. 

Another suggestion is to induce the Government to advance loan to 
Union Boards, who on tlieir own responsibility may advance again to^ 
the co-operative societies within their jurisdiction. The interest of the 
co-operative societies will be to advise the villa gei*s to fall on that crop 
which may bring them greater return for the year. Thus they can 
divide lands for jute, paddy, sugercane aiid other crops. The area of 
cultivation for a crop for each year will dei>end upon the price of the 
produce and what tlie societies mav dictate. Ultimately it will be* 
found that the companies would no longer be able to control the prfce^ 
and when they will try to do so, these societies would instruct the 
villagers to leave the cultivafion of that particular crop for such time as 
these companies do not raise the price to the pro]>er standard. 

{xvii) Railway receipts, bills of lading invoices, bills and other 
acknowle<lgmeiits of reliable paHies are sometimes used for borrowing 
money in marketing produces. 

Question 3. (?) In the district of 24-Parganas value of an acre of 
land ranges from Bs. 35 to Rs. 1,000 per acre. 

Land yielding paddy is costlier than lands yielding other (*rops, and 
that for jute commands the next higher price. 

(n) The main factor is the quantity of produce yielded from land. 
The next factor is the locality of land. Where the population is less,, 
the demand being less than supply, the price of land consequently id 
very low. I have already mentioned that the different kinds of crop 
yielded from the land also regulate the price to a certain extent. 

(in) Sale by private negotiation fetches higher prices than court 
sales or revenue sales. 

fa) Land at revenue sales fetch the lowest pince of land, perhaps due 
to lack of proper publication, so that right parties who are interested to 
purchase these lands are not approached. The defaulters always hope 
and try to the last moment to procure money to pay off the Government 



-dues they neyer ttink of finding purchasers for their estates during 
4lhe period <oC 

^ hriag ueaft higher price for lands. The price is how> 

f yff tiouipitratiyy^^^ niuSat ipwer than it would fetch at private sales. 

(c) Vendors at private negotiations get much longer time and they 
^always fix a reseive price and they do not sell ala price lower than that, 
unless they are unwillingly compelled to do under circumstances over 
which they have no control. * 

QilMtioii 4. (i) No. 

(ii) By vesting transferable interest on jofe lands, the credit of agri- 
culturists has been established and they will readily get advances on 
charge or mortgage of these lands. 

{iii) It stands in the way of establishing long-term credit because 
money-lenders are unwilling to keep as securit^y a fractional undivided 
«hare. Moreover, if their other co-sharers make any default to pay 
revenue or rent or cess the entire property is sold for arrears. . 

(iv) No such bank in our part. 

iv) Does not arise. 

(ri) Agricultural banks sliould be started without delay in niufassal 
to help the cultivators. The banks should follow the rules of co-opera- 
tive banks and in addition it will have more extensive power to seize 
(without the help of Court) by distraint the crops or other produce or 
securities after sutticient noti(‘e. The amount of advance Avill depend 
upon the area of land under actual (*ultivation, securities — landed or pei- 
;80Ual, which lie may give, j>ecuiiiary circumstances, etc. The interest 
must l)e small, repayment to be by instalments and the farmers should 
not l)e (compelled to sell their produce when the price rises in the market. 
In the meantime if he disposes of the produt^e, lie will have to pay the 
loan first, a.s there must be a charge for the unpaid money of the bank, 
A^s searches are now made at the registry oitices before any immovaide 
property is purchased, similar eiiquiries on a nomiiuil fee should lie 
made before any man purchases produce or any property. Ilealisation 
may be made by issue of certificates through Collector, 

(vii) (a) An additional coluinn in the final publication showing the 
name of the person or persons who entered into any dispute may come to 
«oiue help, as many villagers who do not get any remedy in settlement 
proceedings wait for six years, the period of limitation, and then sue to 
eet aside the entry in Civil Court. 

( 6 ) Summary processes must be followed in suits for foreclosure or 
Hsale. 

(e) Beference to record-of-rights when required by co-operative socie- 
ties should he given free, and registration of records and process of law 
alxould he mmimised when these banks want to proceed against 
4^|^xilterB, 

(viV) (a), (6) (c) I have already suggested how to find funds for these 
l>ankS| vi»., by advance froxn Government at the rate of interest allowed 
in Savings Bank deposit. 

l^^posits and debenture Imnds should be encoqraged io ci^aia 
interest of the local people in the bank. But the main aomce should be 
jldnyemment adve^x<‘« suggested above and funds from central orgam-^ 
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In Older to popularise these bonds gn^raidee 

p^y^ept of interest at least if not both. 

(ir) Governnient will take security from tlvf sociellia l>ank^ 
which they lend money to people, besides Goverumeut should have pre- , 
fp^ntipl charge, for the unpaid aiuoupt, ppop th^ produce as wall as 
lapd or pth^r securities of the agriculturists. 

(^t) Answers to previous questions cover this item also. 

Aueslipf) $ji (/) Ilifficiilt to state offhand. So far no such estimate 
ha$ becij prepared. 

(//) Through tlie zamiridars* (‘ollectin^ agents l»y c(>!n])ulsorv return 
of their debts like provisions made tor return of income*tax. 

(r) The del)ts aie due to jirofessional money-lenders. Where there 
are co-operative banks, liO per cent, of the loan at the most are received 
from the bank and the remaining 80 per cent, from money-lenders which 
include Kabulis and kuiiwala^u 

(ri) Yes, it is on the increase, rather rapidly. 

(vii) There are provisions in these Acts to meet the needs of the 
agriculturists, but the amount is quite inadequate to meet the demands. 
Moreover, the need during cultivation or other special needs, e.g., 
failure of monsoon or for land levenue, or rent, etc. 

(riii) More facilines should be given to these agriculturists to 
approach the authorities more readily and to increase the amount of 
loan. 

(/>) Kabulis in miifassal town are found to lend money at a hiixh 
rate of interest. Their usual rate is 2 annas in the rupee per month. 
They have a haichita where the agriculturists are required to sign their 
names and the anunuit* borrowed. There is another class of upcounlry 
lenders who work on the same line as Kabulis. They aie (-ulled kisti- 
Widas, These kistiwalas and Kabulis seldom go to court, but realise 
their interest as well as j)rincipal by opi)ressive measures. In interior 
places tliey appear with some merchandise generally warm clothings and 
sell tliem at liigh x)rice.s. The same measures are adopted as in advanc- 
ing money, for selling those aHicles and realising their prices. 

(./) A ca^e was reported in newspapers that a party brought a suit 
on handnote for lls. 10 in Chandpur and the decree was for Its. 1,000. 
There are many concrete cases so innumerable that the (^omjiiitlee will 
find no difficulty to see what the poor cultivators suffer from the hands 
of mahajans. 

(ri) The procedure in law is nowadays so vexatious and llie circum- 
stances of the cultivators so poor to afford ccjsts that they do not defend 
their cases and the courts in these cases do not grant reduction of interest. 

Moreover, when the money-lendei^ take shelter of the (ourt they 
come at such a late period that even if this Act be availed, the amount 
that w'ould be due wTll still be large enough to bring dow n llie cultivator 
to a street beggar. 

{mi) Jls. 2 per cent, per annum for secured loan and lls. 3-2 to Rg. 4 

nnsecu^d loan. 

The rate of interest depend.s not merely on the condition of any 
$ecii^ity grj^nted or not but w'hether the borrower is a man of substance 
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{xiii) Takinjg' a<lTantage of the borrower, sometimes bonds are 
axeouted for larger amounts than they actually receive and also they 
eomeiinies pay off interest in advance before they become due when the 
loan is paid. ^ 

{{dv) Dharma galas should be started. When crops are Collected a 
fixed (luantity, say 10 seers, from a cultivator should be collected and 
accumulated in a public gola known as Dharma gala and every mem- 
ber who subscribed to it by contributing their produce should get loan 
of paddy or other seeds in time of need at a nominal interest. Non- 
members sliould also be given loan, but their rate of interest should 
be higher. 

(.rv) If 1 maund is taken loan usually one maund and a half is paid 
back. At any rate the interest is never less than 3-3 per cent. 

(,rvn) Yes, such is the lot of the majority of cultivators in Bengal. 
People with six or seven golas of paddy with 1,000 maunds of paddy at 
stock, himself a gouala with 80 or 100 cows had owing to failure of 
crops continuously for four years, to meet his rent by borrowing at 'a 
heavy rate of interest. Now bis minor son is entirely dependent on the 
charity of others. 

{.Tviii) Necessarily the above pi-ocess takes away from the cultivatOTB 
the incentive to produce more in an efficient manner, as .soon as they 
find that they have been reduced to such circumstances that they are 
unable to redeem their properties. The idea of loan is looked upon with 
such apprehension that the cultivators are quite unwilling to indulge 
in any improvement by loan. 


53 . 

Mr. Hripendra Kumar Roy, President, Agardari Union Board, district 

Khulna. 

% 

(Translated.) 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (0 The agriculturists at present obtain finance by 
borrowing on the security of his lands, etc., for the purposes referred 
to in (a), (b) and (c). 

(ii) Interest is levied on all such advances at the rate of 37J per 
cent, per annum. Interest is sometimes paid in kind but in such cases, 
a cultivator has to pay 1 pali (9 local seers) of paddy per rupee borrow- 
ed, which works out to 50 per cent, to 62^ per cent, per annum. 
Seventy-five per cent, of these loans are secured. 

(Hi) No incorporated bank of any kind is in operation in these 
parts. The local profes-sional money-lenders .supply the necessary 
nnaikce. 

(tp) So far as I have been able to gather from the value of money 
suits pending in the local courts as also of the mortgages and eonvjsy- 
ance^ registered, the total amount of capital required would be IJ 
of rupees. 

(v) It is not possible for all the agriculturists to get the benefit of 
agricultural loans under the existing system. There are many 
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do Bot know that (ioveinuient grants such loans. The remedy lies in 
the spread of eduiatioii and formation of a network of co-operative 
societies, Sucdi societies to be really useful, should operate side by 
side with every post office, 

(my There is absolutely no co-ordination ainoug the credit agencies 
in this divstrict. This can only be secured by the establish meut of co- 
operative societies. The professional money-lenders work in co-ordina- 
tion only with the common oliject of exploiting the agri(‘ultnrists. 

Question 2. — (/) Oidinarily the raiyat cannot hold up his crops 
because he has to pay his debts immediately after harvesting as also to 
provide for his maintenance. 

{ii) It will immensely lienefit the prodiicei*s if pools could be form- 
ed for the marketing of agricultural produce. This can l)e easily done 
through co-operative societies. 

{Hi) So far as I know, there is no (o-operalive sale society in our 
district. There should be propaganda in this diretdion through the 
post office or the union boaids and President Ihinchayets. The exist- 
ing Co-operative and the Villaige Self-government A<ds should be 
amended for this puipose. 

\iv) There are at piesent no faidliiies for the marketing of produce. 
The raiyat has no idea as to the extent of service that can be rendered 
in this line by the banks, co-operative vsocneties or loan offices. Some of 
the big farmei*s know that some banks and loan offices advance money 
against railway receipt and bills of lading. These facilities should be 
made known to the producers by propaganda through (Jovernment 
departments. 

(vi) (h) It is a bitter truth that the producers in India never get 
full value for his crops. Between the producer and the consumer 
there are ab<mt 10 to 12 intermediaries wbc' appropriate the real profit 
A iute-growers^ association should be formed on the lines of the Jute 
Balei's’ Association to protect the interests of the producers. This 
suggestion applies also to other staple crops of the country. 

(rn) It is due to both the causes. 

{viii) There are no special facilities for internal remittances. 
Increased use of huiidis and bills is desirable. The Negotiable Instru- 
ments Act requires amendment. 

Question 3. — (?) and (H.) The value of land varies from 11s. 100 to 
Rs. 150 per acre. Land put up to auction for non-payment of revenue 
fetches a very small price. The court-sales secure better value. Some- 
timeis land is sold by private negotiation at Its. 400 to Its. 600 per acre. 

Quostion An — (t) There is no legal impediment to mortgage of agri- 
cultural holdings in view of the amended Bengal Tenancy Act. 

(tr) No such hanks in this district, but they should he formed. 

(m) and (vn) (a) and (h) To facilitate verification of title, there should 
be a remark in the record-of-rights as to whether there is any subsisting 
charge on the holding cx)ncemed. This would obviate to a 
extent the expenses of seai*ching documents at courts and Sub-Registry 
offices. Moreover, the privilege of summary recovery, by certificate 
procedure, of dues on i-egistered mortgages should be confeiTed on 
such banks. The debtor will have the right of praying for a review 
on depositing the amount involved in the Court. 
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(’inii) to (.tit) The capital of the laild mongage hank should 
derived from nil the three sources. The debentures should, howeveir, 
be guaranteed by Government and should be included in the list of 
trustee securities. 

QuCStilMt Si — («) In order to form a rough idea of the indebtedness 
of the agriculttti'ists the relevant registers in the Registi’y offices and 
the Civil Couirts both in respect of original suits and execution cases 
may be examined. 

(iv) For purposes enumerated against (a), (c), (e) and (g). 

(v) Seventy-five per cent, of these debts are due to professional 
money-lenders. 

(vi) It is gradually increasing. 

(vn) The agriculturists have not been benefited by the operations 
of the Land Impiovement J.>oans Act and the Agriculturists’ liOans Act. 

(ix) The itinerant money-lenders are not found here except in one 
or two places. They charge up to 1(10 per cent, per annum a.s interest. 

{.ri) The Usuiious Ix^ans Act has hardly given any relief because 
everything depends upon the discretion of the couits. The Act has 
not laid down any principle for fixing a standaid rate of interest. 
Moreover, the higher courts of appeal have been allowing full decree 
in mortgage suits irrespective of the rate of inlerest. The Act should 
therefore be so amended as to determine the standard rate of interest 
sCithont leaving any discretion to the court. 

(,rili) Both the creditor and the debtor are now trying to evade the 
law by collusive transactions. 

(tv) Already stated in reply to 1 (ti). 

{.tvii) The rate of interest being excessive, many skilled fanners 
are being tux*ned into tenants for a period or tcnant.--at-wi]l and their 
j^roperties ore passing into the hands of the mahajans. 

(tv Hi) Yes, 

Question 8, — (i) to (r) Gur-making, milk and milk products, grow- 
ing of kitchen garden vegetables, etc., are some of the industries allied 
or supplemental to agriculture. There are at present no facilities for 
fostering such industries. Small oil engines or hand-driven machiner- 
ies may Vie introduced for the improvement of such industries. Small 
and necesary extra capital may be provided by the co-operative societies. 
But such societies .should be enabled to advanc.-* loans to non-members 
as well and the Co-operative Societies Act should be modified accord- 
ingly. These societies will advance money on the security of these 
industrial implements as well as on the landed properties of the bor- 
rower.".. The privilege of summary recovery by certificate procedure 
may at the same time be conferred on these securities. 

Question 6B. — (0 to (iv) There are no special facilities for granting 
loans to non-agrictilturiets, such as day labourers, fiahertnen, small 
Mdblxi etc,., who have to iKirrow on their personal securities at a very 
high rate of interest vrhich sometimes goes up to 100 ^r cent, per 
annum, llie existing hanks do not give them special consideration and 
as a. re^lt indebtedness among these classes of people is gradually 
iBcrehshig. 

to (iv) Gb^pi^tive societies bhint hhdsr the 
vtliloil and control bf GovertimeiDit, seldom care to enter into IbiaiTOh- 
•hip of any kind with the other loeal banks. T^e former aib cerlainl^ 
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competing with the latter l)y oSering high rates of interest on deposits^ 
thus making it ditficult for the latter to secure local deposits. The co- 
operative banks sometimes pay interest at 9^ per cent, on deposits^, 
which the other banks t^n hardly afford to offer. This competition^ 
however, has not materially affected the working of the local joini 
stock and other banks. To stimulate the growth of the co-operative 
movement. Special concessions, such as exemption from in(X)me-tax, 
inclusion of the debentures of co-operative societies in the list of 

tinistee securities and reduction of the fees on remittances through 

post offices, should be extended to genuine co-operative societies. 

Question 7 A. — (i) Yes. 

(ri) The scope of investment of co-operative societies should be en- 
larged but the restrictions laid down in section 32 of the Co-operative* 
Societies Act should not be removed altogetlier. 

(in) I do nof advocate free inter-lending at present between co- 

operatve societies and joint stock banks or loan offices. Such inter- 

lending may be allowed in the case of well established l)auks only. 

Question 78^ — (?) Co-operative societies have not been established 
in these parts. 

(m) This may be ascribed to the absence of propaganda work. 
Even where such societies are in existence, very few people outside the- 
moveinent, iinduding edutrated gentlemen, have any knowledge or 
idea of the existence or activities of stich societies. 

Pari I A. — Loan Offices and Joint Stock Banks in the Mufassal. 

There are about 7 or 8 loan offices and joint sto<*k banks in the Sadar 
or liagerhat subdivisions of the district of Khulna. 13»ey very seldon^? 
advance money for agricultural purposes. They pay at the rate of 
8 per cent. i>er annum on long-term deposits and invest at 24 per cent, 
on loans issued. They hardly maintain a reserve fund. To secure 
their financial staliilitv, the creation of a reserve fund by allocating 
a certain percentage <if their paid-up <*apital and profits should be made 
compulsory by new enactments. It is extremely desirable to federate 
these loan offices into a central institution. 

The accounts of these banks should be audited by (lualified auditors* 
appointed by GoAerument. Under the provisions of the Indian (com- 
panies Act, the sharelidlders appoint auditors. It appears, however, 
that the general b(Kly of shareholders of limited companies seldom 
attend general meetings, which have often to be adjourned foi- want 
of a quoruin. They are generally ignorant of the provisions of the 
Indian Companies Act and also either powerless or indifferent as ta- 
their own rights and interests, llie Board of Directors or the Manag- 
ing Agents generally run the whole show and select their own auditors. 
The Indian Companies Act should therefore be amended so as to invest 
either Government or the Hegistrar of Joint Stock Companies Avith the 
power of appointing auditors for limited companies, determining 
their fees and recovering the amount from the company concerned. 

No loan office in Khulna district has failed but one such office 
knoAvn as "‘Star of India’’ has had fo change its registered name as 
also the line of its business. The causes of such failures may be due 
to the ignorance of the general body of the sharehoWeris and theif 
inability to exercise proper supervision over the management. 
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Part III. — Investment Habit and Attraction of Capital. 
Question 1. — (tr) No. 

(v) To improve ihe existing facilities, there must be a branch hank 
at every village or union. 

Question 2. — Postal Cash Certificates are popular only with the 
educated middle class and the advanced traders. The masses have no 
knowledge of ca.sh certificates. 

(it) The minimum amount that i.s now accepted for investment in 
cash certificate is Rs. 8. This should be reduced to Re. 1 if possible, 
to suit all purses. 

(to) There is some sort of c.omi>etition but it does not appear to be 
«n healthy. 

Question 3. — (<) The ioint stock and other banks here have no 
facilities for purchase auJ sale of Government and other marketable 
•securities. Arrangement might be made foi- the sale of such securities 
through the local bank to the agriculturists and others by instalments. 

(iti) In prosperous years, the surplus, if any, is utilised in repay- 
ment of old debts and improvement of laud. 

Question 4. — (ii) 'J’he traders have been specially benefited by the 
abolition of the stamp duty on cheques. 

. (in) To promote the cheque habit, the system of withdrawal from 
the postal savings b.i'hks and payment to Government and bank em- 
ployees drawing Its. 10(1 or more by cheque may be introduced. 

Question 5. — (i) Yes. 

(i?) The cau.ses are (1) lack of education, (2) absence of propa- 
.g(inda by banks, (3) want of facilities for the small investors to keep 
•small deposits except in the postal savings banks, (4) indifference of 
Oovernment to the Indian banking organisations. 


54. 

Mr. Indubhusan Sarkar, B.Ah President, Ishan-Copalpur Union Board, 

P. 0. Ishanpur (Faridpur). 

Part Ir— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (f) (a) From indigenous bankers and co-operative banks, 
(o) From local private money-lenders. 

(c) From local private money-lenders. 

(f?) Paragraph 1. — Bote — 2 to 4 per cent, per month ordinarily and 
•4 to 6J per cent, per month in respect of petty advances and loans from 
private money-lenders. 1 per cent, per month from co-operative banks. 
1 to 2 per cent, from other local banks. 

Nature of the security — In most cases personal security and occa- 
-sionally homestead and culturable lands, surety, etc. 

Paragraph 2— ^Secured 25 per cent, and unsecured 76 per cent. 
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(w) Joint stock banks, co-operative banks, indig^enons banks, indi- 
vidual bankers, j^rofessional money-lenders, merchants and dealers 
practically finance agriculture. 

(iv) No. 

(7’) High rate of interest prevailing, which is due to dearth of suffi- 
cient funds. This may be remedied by opening more joint stock banks 
and co-operative banks from which the agriculturists may get loans at 
low rates of interest in time of need. 

(vi) Co-ordination in a limited sense exist only in some cases but 
it is capable of improveinent and extension. 

Question 2« — (/) He sells to Ininkeis and dealers and often direct 
to the (‘onsunieis in markets, hats and bazars. 

He is unable to hold up his crop for a better price. This is due to 
the extreme poverty of the raiyat, the lack of storage facilities and the 
risk appertaining to storing (e.g., theft, destruction l)y fire, deteii- 
oration and fluctuation of the market). 

(m) I am not aware of any. 

(vi-b) It is a fact that tlie grower of produce in India hardly gets 
adequate return for tlie produce. This is due to iinpi’ovident ways 
of the majority of tlie agriculturists, their inability to store up the 
produce for higher pi ice. In most (‘ases the grower finds liimselt' in the 
miserable position of being under the net‘essity of parting with his 
produce either without profit or at slight profit and not nnoften at a 
loss, in view of tlie rapidly increasing cost of growing. 

If the demand for the produce (especially jiroduce generally ex- 
ported, e.g., jute) may be ascertained beforehand and its cultivatioii 
regulated and if the harvested prodiu'e may be held up with co-opera- 
tive efforts for better price, (be grower can expect a better return for 
the })i*oduce. 

(vii) Owing to lack of banking fa(*ilities, the tillers of the soil do 
not get adequate and reasonable price for their produc e, as the buyers 
generally dictate the price. 

Question 3- — (/) Paddv land — Rs. 200 to Rs. 450 per acre. Jute 
land— Rs. 250 to Rs. G00‘ per acre. 

(ii) The princnpal factors affecting the value of the land are nature 
of right, elevation or depression, proximity to towns and centres of 
trade, convenienc'e of communication and fertility. 

(a) and (h) Value of land is generally a bit low and fluctuating, 

(c) Value of land generally normal and reasonable. 

Question 4. — (?) Yes. 

(ii) To a great extent. The amended Act has legalised the sale, 
mortgage or transfer of occupancy rights and as such has bettered the 
credit of the agriculturists. 

(iv) Yes, 

(v) The method of work of the aforesaid banks are: accepting 
deposits, granting loans f)n mortgage, on furnishing surety, on x>crsonal 
security, etc., transaction of other descriptions of business (in the case 
of some banks only), e.g., issuing and accepting bills of exchange, 
cheques, etc. 


20 
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The method of raising eapiial is generally hy floatation of joint 
stock companies, or of co-operative credit societies and by the sale of 
the shares thereof, as well as hy accepting deposits. 

(rui) (a)^ (h) and (c) Yes. 

QUMtion 5. — (?) Estimate for Ishan-Gopalpur Enion Board (police- 
station Kotwali, district Faridpur). Area — 1(> scpiare miles. Poptila- 
tion — 11,851 souls. Indebtedness — 75 per cent, approximately. 

(Hi) (a) 25 per cent. 

(h) 75 per cent. 

(r) The debt is largely due to banks, co-operative credit societies, 
indigenous bankers and professional money-lenders. 

(ri) Increasing. 

(ur) Yes. They grant loans, generally unsecured at abnormally 
high rates of interest varying generally between 61 per cent, to 12i 
per cent, per month and realize their dues sometimes with coercion. 

( r/y) (a) Maximum rate of interest generally allowed hy courts 371 
per (*ent. per annum. 

(.i'ir) By establishing granaries “dhanna g<das,” etc., on co-operative 
basis. 

(,rv) From 20 to 25 per cent, generally for period of about six 
months, 

(iTvii) Yes. 

(Tviit) Yes. 

Question 6. — (n) By the establishment of industrial banks through- 
out the province with a view to render financial aid to the producer 
enabling him to convert Iris raw materials into finished articles or to 
find a better market for his produce. 

(in) Where the cultivator has got land yielding two crops in the 
year, he s(*arcely finds any time for extra work hut wherever the land 
yields only one crop in the year, he can devote his spare time to 
spinning, weaving, knitting, basket-making, rope-making and such other 
small home industries or to earning middleman's profit by the purchase 
and sale of agricultural and garden produce of other people. 

(iv) By the extension of the system of granting loans at low rates 
of interest by co-operative banks or such other institutions. 

(v) Government banks, co-operative banks and joint stock banks and 
private enterprise. 

Question 6B. — (A Private money-lenders generally grant loans to 
them according to their earning capacity, means, circumstances, pro- 
perty, homestead, etc., and sometimes on their pledging ornaments and 
such other valuable movables, if any, 

\ii) Purposes — («) Marriages and other religious and social cere- 
monies* 

(h) Bepayment of old debts. 

(c) Medical treatment. 

(d) Education of childien. 

(e) Purchasing properties. 

, (/) Building houses. 



307 


Hates of interest — Unsecured — Rs. .18f to 56|^ per cent, per annum 
and secured — Rs. 12 to 24 per cent, per annum. 

(ui) Co-operative banks and joint stock bank.s grant loans to them 
now at rates of interests varying l»et\veen 9 per cent, and 15 per cent, 
per annum for secured ajid 12 per cent, and 24 per cent, per annum for 
unsecured loans. 

(tv) Increasing, owing to the rise in the price, specially of food- 
stuffs. 

Question 7. — (I^') No. 

(rf) Yes. 

Question 7 A. — (/) Yes. 

(it) Yes. 

(m) Yes. In order to establish mutual co-operation among these 
sister institutions. 

Question 7B. — (i) Tlie agriculturists are enjoying the privilege of 
getting loans at low-er rates of interest than before and the prevailing 
rate of interest has gone down to some extent. 

(iT) To some extent. 

{ifi) AVant of mass education without which the movement will not 
achieve its expected end. 

Unlimited liability of members though no doubt an efficient security, 
sometimes acts as a threat to intending membeis. 


Part lA. — Loan Offices and Joint Stock Banks in the Mufassal. 

Question !■ — (a) At the headquarters of the district of Faridpur 
there arc 3 local banks, viz,, the Faridpur Loan Office, Ltd., the 
Faridpur Bank, litd., and the Popular Bank, Ltd. 

Question 3. — (/) Current — 2 to 3 per cent, per annum. Fixed (one 
year’s notice) — 6 to per cent. i»er annum. Fixed Owo years’ notice) — 
7 per cent. i)er annum. 

(n) Two years. 

Question 4. — (a) Nil. 

(h) 32 per cent. 

(c) Nil. 

(d) 30 per cent. 

(e) 12 per cent. 

(/) Nil, 

(ff) Deposited with other banks — 16 per cent. 

(h) Cash in hand — 10 per cent. 

Total— 100. 
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Question 5> — {i) Periods — (i) Six months to 2 3 'ears. Purposes — 

(a) Marria^fes and other religious and social ceremonies, 

(b) llepayiueut of old debts. 

(c) Medical tieotment. 

(d) 1‘iducation of children. 

(e) Purcha.sing properties. 

(/) Building house. 

Hates of interest — Secured — 9 to 15 per cent, and unsecured — 12 to 
24 per cent. 

(?i) Yes, .six monthly compound interest. 

(rii) On very rare occasions. 

(I'v) Yes, when they become overdue aid is sought of law courts for 
realisation. 

Question 6. — (?) Yes. Both .secured and unsecured loans are grantedi. 
(I'i) Yes. Better than private monej'-lenders. 

Question 7.— (i) No. 

Question &• — (/) 5 to 15 per cent. No separate investment earmarked 
for the said purpose in anj' other bank. 

(n) 7i to 15 per cent. 

Question 9. — (a) Ye.s. If possible. 

Question 10i — It is desirable to have these banks federated into a 
central banking institution. 

Question 12. — No bank failures. 


Part II. — Indigenous Banking. 

Question 1. — In our district the indigenous banks or bankers receive 
small deposits from private persona and grant loans to cultivators and 
other persons. 

Question 2. — The indigenous banks or bankers help the cultivators 
and iredlars to a great extent by granting them loans in time of their 
need. 

Question 5. — (i) Thej’- grant both secured and unsecured loans to 
agriculturists and other persons. 

(ii) On own funds and .sometimes taking loans from bank.s and 
other parties. 

(tij) to 12 per cent, from 1 to 3 years. to 6 per cent, from 3 
months to 6 months. 

Question 6> — (t) Rate of interest in money — ^24 to 76 per cent, per 
annum. Rate of interest in kind — 20 to 25 per cent, for the period of 
about 6 months. 

(n) By multiplj-ing the co-operative and agricultural banks. 

(in) Tea. 
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Question 7.— (t) No. 

(tv) In most cases. 

(<;) Receipts in recognised forms if granted to the debtors in respect 
of part payment, may be of some value to the debtor even though tlie 
said part payment is not duly endorsed on the back of the bond. 

Question 8. — (iv) A great commotion and opposition may be created 
and in consequence of that the cultivators will be the worst sufferers. 

Question lOt — They cannot meet all demands of the debtors for both 
the reasons. 

Question 12, — (?) No. 

Part III.— Investment Habit and Attraction of Capital. 

Question 1. — (n) Receiving deposits from the private persons and 
other banks and also selling shares of the bank. 

(rii) Postal Savings Banks are in existence in many union boards and 
there are a fail* number of rural societies under eacrh Central Co-operative 
Bank in which savings may l)e invested. 

(iv) In most cases. 

( /;) By establishment of umre rural co-operative banks and other 
banks. 

Question 3. — (//*) Yes, farmers lend to fellow-agriculturists on the 
pievailing rate of interest but the Muhammadan farmers generally 
mention some quantity of liis produ(‘e invStead of stipulated rate of 
interest. 


55. 

Mr. Matilal Sarkar, Presidentp Lohagora Union Board, Narail 
Subdivision, district Jessore. 

Part i. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1 . (?) (a) By raising loans from private money-lenders, 

co-operative credit societies and from local loan companies and banks. 

(b) Not prevalent in our part of the subdivision. 

(r) By raising loans as (a) above. 

(ii) Rate of interest is generally Rs. 37-8 per cent, per annum. 
Loans are raised fixrm April to June each year and paid from Septem- 
ber to January each year. 

Loans raised on simple bonds. 

Mostly unsecured loans. 

{ill) Co-operative banks, private money-lenders, joint stock banks, 
and loan companies. 

(t?) Defect-s — High rate of interest. 

Remedies suggested — If Government grant loans at a lower rate 
of interest, agriculturists will take loan. 
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Question 2. (/) Unable to hold up his crops for better price for 

want of finan(*e. They are pressed for selling’ the crops for repayment 
of debts and to meet their expenses. 

iti) If Government, or any co-operative banks or joint stock com- 
panies advance money on keeping the produce at a nominal rate of 
interest and sell them when the prices rise high, the agriculturists 
may stock them for selling them at a fair price. 

{Hi) No. 

(ft) (a) Merchants generally purchase the produce which they send 
to Calcutta for sale and they bring articles from Calcutta or other 
markets to sell them locally. 

{vii) (a) Mei’chants pur<‘hasc goods with money obtained on loan 
at a high rate of interest from private money-lenders or joint stock 
companies in order to facilitate their business. 

For want of funds the merchants always suffer. 

If they get money at a low rate of interest, their business may 
flourish. 

(»;»’) (h) See answers given in (ii). 

(vii) (h) Borrowers’ lack of credit and want of funds of the money- 
lenders. 

(viii) No facility. 

(.r) Negotiable instruments do not play any part in the subdivision. 

(atviii) Not in use in this subdivision. 

Question 3i (i) Rupees MOO per acre, on an average. In this part 
of the subdivision different crops are raised on the same land. 

(ii) Value depends on price of jute. 

. (a) No agricultural lantls are sold at Government auction. Itevenue 
paying taluqs are sold. 

(h) Rupees 50 to Rs. 100. 

(c) Rupees MOO per acre average. 

Quostion 4. ({) No legal impediment. 

(}») No change in the situation. 

(ini) (a) At fwesent lecord-of-rights has got only a pre.snmptive 
value, but if it is held not to be rebuttable, then di.sputes and counter 
claims by parties other than those who are the clients of the bank 
can be avoided. 

(b) If the present law i.s amended. 

(viii) (a) Yes. 

(b) Yes. 

(c) Yes. 

(ise) Yes, Government guarantee is nece.ssar.v. 

Cp) If there is Government suiiervision, there is no chance of loss. 

(afi) (I) By taking dejwsits with pi-omise to pay interests. 

(2) By selling shares. 

(3) By debenture bonds. 
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dimtion 5« (r) Bunks, co-operative societies, piofessioiial niouey- 

lendei's, 

(r?) Increasing. 

(ur) Kabulis are to be foinul in this locality. They advance money 
on a very high rate of interest on hatchitas, 

(.!') Rupees 150 per annum. 

(.Vi) It has lowered the rate of interest. 

(\m) (a) and (h) Generally Rs. *{7-8 per cent, per annum as allowed 
by courts. 

(.tiit) No. 

i,riv) If any joint stock companies advam‘e seed at normal times 
then the raiyats can repay the same with less interest. 

(rr) 50 per cent, interest is paid in (*ase of paddy loans. 

(.rri) Interest is generally taken at Rs. *17-8 per cent, pei' unnunr cal- 
culated, in case of private money-lenders, in months, i.e., if money 
is advaiK'ed in January and paid in the first week of April, interest 
is charged for foin* montlis. 

In the case of banks or companies interest is cluirged on the actual 
calculation of days. 

(.vvii) Yes. 

(.vviU) Yes. 

Question 6B« (/) IVrivate money-lenders have to l)e a|)proached. 

(ii) On ceremonial occasions, generally from 24 per cent, to Rs. **17-8 
per cent, per annum. 

There is slight difference between secured and unsecured debts. 
(in) Joint stock banks and indigenous banks generally help them. 
(iv) Debts are increasing specially in case of middle class gentlemen. 
Question 7» (i) No relationship. 

(///) Not required in this subdivision. 

(iv) No competition. 


86 . 

Mr, Pravash Chandra Bhattacharyya, Vice-President, Majergram 
Union Board, Ranaghat (Nadia). 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (/) (a) At the time of cultivation the peasants of our 
district (Nadia) are practically left with one source for getting loan for 
the purpose of their cultivation at a very high interest. It is the 
village mabajans (money-lenders), big or small. 

Recently in some quarters, brau(djes of co-operative banks have l)een 
established but their organisation ivS so very defective, their fund is 
60 scanty and the method of their working is so cumbrous that very 
few peasants can be benefited by them. 

Agricultural loan from the Government is utilised by very few 
peasants due to its dilatory method of sanctioning and other difficulties 
of applying and obtaining sanction by illiterate class of people. 
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At the time of harvesting they sometimes get advances from the 
merchants on condition that they would sell their prodjace to them at 
their dictated prices, whicli means a heavy loss. 

(b) For capital or for any permanent iiuprovement the peasants of 
our district cannot ordinarily get any loan from the village mahajans. 
Even if it can sometimes be obtained, people cannot utilise it because 
of its very high interest. So for this purpose the peasants of this dis- 
trict have no source of getting loan whatsoever, 

(c) As in (a) the peasants have got one source only, namely, the 
village mahajans. Even the mahajans are very tight and often refuse 
to grant loan in the yeai* of drought and as a result of the same a good 
number of peasants l>e< ome absolutely ruined and some of them even 
turn out to be thieves and dacoits. 

(//) The rate of interest with the mahajans for money loan varies 
from 18 y>er cent, to per <^ent. compound. But mostly the peasants 
are compelled to take loan of paddy to suit the convenieme of the 
mahajans. In that case the rate varies from 40 per cent, to 80 per 
cent. The rate of interest with the co-operative banks is 15 per cent. 

The period of loan generally varies from six niontlis to one year but 
with mahajans peasants are never free from debt. 

The security that the peasants sometimes oflFer ( omprises their 
cattle, implements, crop and ornaments. Although no other condition is 
imposed on the peasants in writing in respect of siu*h loans yet they 
practically l>econie vassals to tlie mahajans. They are to serve them 
every now and then without any remuneration to secure favour. But 
this is being slackened gradually. 

My estimate of secmred and unsecured loan of above nature is roughly 
25 per cent, and 75 per cent. resj)ectively of the total loan. 

(///) Govenimeni on a very few oecavsions grant agricultural loan on 
security of landed property. 

Imperial Bank of India does not render any lielp to the agricultural 
class in this district. 

The few joint stock banks that exist in the district and subdivisional 
towns of tlris distric.jt do not extend their operation beyond the town 
itself and eoiisequently are of no help to the village peasants. 

Some co-operative l)aiiks render help to the peasants, but that is 
very insufficient and is not effective due to its syslem of working. 

Local l)anks or bankers are very few and almost all of them are in 
district and subdivisional towns. They as a rule do not grant loan to 
village peasants. 

Only professional mahajans are of some help to the peasants but at 
a heavy cost as aforesaid. 

Mercihants and traders within or without the district sometimes 
advance money to the peasants through their representative at the time 
of harvesting on conditions as stated in last paragraph, item (t). 

company, within or without the district, helps in any way the 
village peasants. ** 

(tr) My estimate is that a capital of Rs. 30,00,000 is necessary for 
these purposes in the district of Nadia. 

(i’) There are various flaws in the present system of granting loan. 
First, the peasants are always at ihe mercy of the mahajans or workers 
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of oo-operative banks. Loans are i^ranted practically at the option of 
the lenders than borrowers. Borrowers feel a good deal of trouble in 
getting money in time and to their recjiiirement., As a result culti- 
vation suffers. Also for want of reasonable interest tliey cannot dare 
take sufficient amount for their purpose. The system of registration iu 
respect of secured loan also renders hindrance to such borrowing. 

The present difficulties can be obviated by following means: — 

The union board should be granted authority to attest security bonds 
and registration should be made optional. 

Stamp duty and registration fee should be diminished in respect 
of agricultural loans. 

More money and greater facility shoubl be granted to co-operative* 
banks so that they might compete witli village mahajans. 

Village mahajans as well should Iiave easier iiu?aMs of realising their 
money from tlie peasants like (o-operative hanks so that tliey 
might run less risk in lending money ami consequently they 
can reduce their rate of interest, 

(i'i) There is no co-operation between the- different money lenders. 
This should be established in the following way: — 

{(i) Government sliould grant their loan through the union boards^ 
on their recomiaendatioii in order to bring it within easy 
a])proaeli of the peasants. 

(b) Local banks should get help from the Tm]>erial Bank to extend 
their operation into the villages either dire(‘tly or through 
local agencies such as local money-lenders in a businessliker 
way at a reasonable interest, say, at 10 per cent, maximum. 

Question 2. — (/) The system of selling main produce in our district 
is that tlie peasants sell it to the local mercliants almost at tljeir dictated^ 
pi ice. There is no competition even among siudi merchants as t heir 
number is few. They send it to Calc utta to some recogniseil aratdars- 
and sell through them to actual exporters, 

Baiyats cannot hold their produce long for want of funds, tlirough 
pressure of maligjans ami sometimes of merchants, too, when they take 
advam es fiom tliem. In the later case they lose more as explained iu 
question 1. 

(//) It is possible to a certain extent to hold up the produce by co- 
operative effort provided the Government, the rich in the locality con- 
sisting mainly of nou-agricultural class and local banks unite together 
and exert their joint effort, wliich, to my opinion, is very difficult to 
effect immediately. 

(Hi) There is no co-operative sale society in our part of the district. 
Hence I do not deal vrith other points in thi.s respect. 

(fr) Peasants should get facility for getting loan on hypothecation 
of crop so that they might take breath and choose how, to whom and 
when to sell their produce. 

' At present there is no such arrangement excepting taking advance 
fiOto the buyers at a heavy loss. 

(v) There is practically no facility, so it stands no comparison. 

(vi) Calcutta merchants advance certain percentage of money to tlie 
intermediate dealers against railway rweipt, say, 75 per cent. The 
peasants send their goods to nearest market or local merchants get 
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^ertaiti portion of the value and the balance after the goods are des- 
patched. This interchange of hands compels the peasants to sell at a 
much lower price. 

In our district there ivS no such bank which helps any body in this 
respect. 

(t 7 i) (a) It is only the Calcutta merchants who get some money facility 
from the exporters. They get advances on luindi as soon as they produce 
railway receipt. Bui tlie actual })rodiicers or the local traders do not 
.get any advantage of such hundi system. The difficulties in the way of 
t:vis are many. First, there is no local hank to deal in such things. 
All local transactions are in cash. There is no recognised store or 
g^nlown to store lohal goods. My suggestion in this respect is that (‘O- 
-operative banks should work on a higger scale. Every branch should 
have a store house. As soon as goods would reach the godown tliey 
ehould advance money to the peasants on hundi wdiicli the Imperial 
Bank should discount and the bank sliould desjiatcli the goods at the 
iiislruciion of the peasants to Calcutta mercliants or exporters direct and 
realise the value from tliem. If all these transactions are done by 
<?hoqx:es there would be a- lot of saving in respect of transit of money, 

(vi) (h) Sometimes the exporters and mill owners control tbe price 
<10 doubt. It is specially in case of jute. This is so because the buyers 
APe few and the producers cannot hold their goods up to their desired 
4 ^nd for want of fund. There are two main reasons for this drawback, 
-one, the utter illiteracy of the peasant class who do not know how to 
ilispose of their goods in a better market and at a higher price and, the 
cither, absolute want of proper agents, such as bank, etc., who can guide 
them. 

(vii) The difficulty of getting loan by the peasants is not due to non- 
<tonfidence in tliem or due to buyers being monopolisers or due to ignor- 
aince of sorting goods on tlie part of the peasants. It is entirely due to 
want of proper fimuicers. Peasants can be trained in sorting in no time. 

(vui) There is no facility of transmitting money excepting through 
Postal Department. 

(,t) 111 our district negotiable instruments are rarely used. 

(H) Stamp duty on bills should be lessened to minimise the cost and 
popularise the same, 

(icii) rracti(‘ally there is no hundi system in our district. 

Printed forms of hundi will be more popular and convenient. 

(,f/r) The hundi papers should alwniys be issued and registered in the 
name of the drawers and never in the name of the drawees. This will 
be a check to certain extent against their misuse. 

(.rr) There is no hundi system in the district. 

(.rvi) Ditto. 

(.rvii) Nothing excepting railway receipt. 

Licensed godowiis or bonded houses will be of great xise and help 
in matters of securing loan. The chalan or the receipt granted by such 
bonded houses for goods stored may safely be utilised in drawing hundis 
on them. 

Or*j!) Government should have periodical check and control over 
them to avoid fraud in the beginning and should take initiative in startr 
ittg such godowns in certain rural areas in the district. 
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Wii. 




Quettion 4. — (/) At prevsent there is no legal restriction in tuprtgag* 
ing occupancy holdings. 

(it) Formerly, the peasants could not mortgage their occupancy hold- 
ings as they were non-transi‘erable. But under the present amended 
Tenancy Act tliey can do so. Hence it has rendered some facility to 
the peasants to raise loan on tlie security of their holdings. 

(Hi) Tlie only difficulty that the money-lending concerns will have 
to face for lands of dift'erent Iioldings being small and scattered is that 
it would be a very tedious and nnrnanageable task for such conceins to 
manage such holdings if they are not redeemed. 

(iv) There is no sucli bank in tins district to advance money for a 
long period against landed property. 

(vi) liund mortgage banks should be started on co-operative basis 
with its central office at the district town and also offices at siibdivisional 
towns. The branch offices should be managed by a committee of mem- 
bers recruited from the local zemindars and prominent raiyats and secre- 
taries, In granting loans some of the members shoiibl stand surety, 
preferably those that may liave some connectiou with tlie jooperty mort- 
gaged. 

{vii) (a) The re<*o!d-of-riglits prepared in the last (lovernment Settle- 
ment should be made the basis of right of respective parties in landed 
properties. These re<*ords-of-rights should lie corrected and renewed at 
tlie time of every transfer by the Registrar or >Sub-Registrar as the case 
may be, and tlie renewed records-of-rights sliould be returned along with 
documents. This will make searching easy. 

(b) On failure to redeem the property by the borrower these banke 
should have the right to foreclovse, sell or otherwise dispose of l)y meaiip 
of^certificate or notice instead of going through the intri(»ate process of 
law. 


(c) The presence of the members standing surety in the Registration 
office should be exempted. They should sign in presence of the bank 
authority and then the document sliould be registered. 

(vHi) The capital of such banks should be raised from local deyiosits. 
But it may be diffic*ult in tlie beginning. It should be raised by 
debenture bonds guaranteed by Government. 

(ir) Government should stand guarantee for the principal amount of 
sucli debentures. 

(;r) In order to avoid loss of Government there should be certain 
rules as the Government would suggest to eirsure sound investment and 
periodical audit and inspection of the account and transaction by the 
Government. 

(;r/) Such banks should raise money at interestvS varying from (i per 
cent, to 8 per cent, and grant loan at interest varying from 9 to 12 per 
cent. The debentures should be payable within ten years on the option 
of the banks. 

(Svi) Yes, these debentures should be enlisted as trustee security. 

(mii) I cannot suggest any better means for such loans than estab- 
lishment of co-operative land mortgage banks. 


Quntiotl Bm — <i) I know the conditions of debt incurred Iiy the 
le of villages Gangnapur and Majergram, thana Ranaghat, district 


adia. 



316 


(/7) I siihmit below the actual state of affairs there. 

(f/7) (a) Loan under mortgage of landed properties amounts to 

Its. 

(h) Loan under security of moveable properties as stated amounts 
to Rs. 5,500. 


(iv)— 

(a) For repaying old debt 
( h) F or marriage, etc. 

(c) For litigation 
((}) Nil. 

(e) For paying rents, etc. 

(/) Nil. 

{(/) For pure agriculture, purchase of cattle, seed and 
manure, etc. 


Rs, 

500 

600 

dOO 

300 


r,300 


Total ... 9,000 


(r) Of tlie above sum, Rs. 5,000 has been bonowod from |)rofe8sional 
mahajaiis. 

(ri) Peasants' debt is almost stagnant. Fluctuation is very imper- 
ceptible. 

(rii) Land improvement loan or agricultural loan has produced 
almost no eft‘e(‘t on the improvement of lands. 

(riii) In order to make effective result in this direction union hoards 
should have proper instruction to ]>oj)ularise these loans and to work in 
this direction, 

, (i,r) Kabulis are visible, no doubt, in the district, but their opera- 
tion is limited to sale of garments on credit at a considerable profit. 

(.r) There are instances of miserable effect of heavy interest in other 
parts of the dis1ri(‘t. In my part as w^ell the peasants are ever poor for 
this heavy interest. They can not lay by enoug-li to meet their house- 
hold expenses even for a month in the year. They are always depen- 
dent on tlie luahajans. 

(.ri) There is no effect of the Act X of 1918 in the district. It 
requires propaganda to make its provisions known. 

(.rii) Tlie Court does not interfere in any way in the rate of interest 
fixed by the lender. 

(riii) This sort of practice is very rare. 

(riv) Loan of paddy peasants can have from the mahajans, but as 
their rate of interest is liigli the maximum rate should be fixed by the 
Government. At the same time all facilities should be given to the 
mahajans for realisation of their money. This may be done if crop can be 
secured by the unregistered deed and the mahajans can have possession 
over the same at any time without passing through the labyrinth of the 
Civil Court. Seed they can easily procure if they can get loan at a 
reasonable interest, 

(rv) The rate of interest on paddy loan varies from 40 to 80 per cent. 
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{^vii) Peasants can never have permanent tenure for want of money. 
They are at their wits' end to find money for tlieir cultivation, not tO 
speak of securing permanent tenure. In fact, mahajaus in tliis district 
do not hanker after land as lands me cheap and easily available in this 
district. It is the want of proper education in agricultural line and 
guidance which is the main cause of tlie poverty of our peasants. 

(.rviii) In this district the condition is quite difterent. It is tlm 
fault of zamiiidars and the tenants both. They are so very indifferent 
to improving land that they neitlier look to tlieir interest or interest of 
this country. Tenants are .satisfied witli what tliey have and tlie zamin- 
dars too never care to increase their income. To my opinion, in order 
to bring uncultivated lands under cultivation iiiiioii boards should be 
empowered to clear up jungles and force tbe landlords to settle lands 
with tenants witlunit rent for at least five years. 

Question 6« — (/) Tlieie are small industries but tl>ey are on small 
scale. There are a few rice mills in the district, lliit, as for small 
labour industries along with agriculture, peasants of this district take 
to i)roducing vegetables, pre})aring molasses, husking paddy, and milk 
business. All these they do in half-hearted and ha]»hazard way. 
These industries altliough very profitable yet are never paid attention 
to. Tliis is due to tlie laziness of the iieasants and want of projier 
guidan(‘e. Cotton yarn and sugar industries are almost nil in this dis- 
trict. 

(7/) The only means to develop these industries is to supply a small 
capital and to goad the peasants to work a bit liarder. Tin* s(‘ourge of 
malaria too stands in the way to a certain extent and steps should be 
taken to drive it from the district. 

(Hi) The best way of utilising the leisiii’e period tor tlie iieasanis 
is to take to gardening and milk business. 

(//;) Not very much cajiital is necessary for these ])iirposes. For 
gardening the waste lands and jungles should be utilised, for whic h the 
zamindars, landlords and the (iovernment as well should hel|>. This 
is both for improvement of land and combating malaria. 

(r) Small capital that will be necessary for this ])urpose may be 
supplied by banks if suitably organised as described in previous 
questions. 

Question 6B« — (i) Day-labourers, fishermen, small industrial people 
and middle class people have no facility of having loan witliout mort- 
gaging some property or pawning oruament.s or some such thing. Aleo 
in service sometimes get loan. These loans are generally granted hy 
local non-professional money-lenders. They do not get any help from 
professional mahajaus as they do not take loan on high interest. 

(ii) These people take loan on extraordinary circumstances, such as 
marriage, house building, etc. 

They rarely get loan without security. Their rate of interest varies 
from 12 to 18 per cent, 

(lit) They get very little help from banks. Their bankers are ihe 
non-professional money-lenders. Thej- can have better facility if some 
banks are established in different parts of the district. 

(tv) These people are not much in debt. 
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Part tKt — Indigenous Banking, 

Question 1. — (/) In my opinion the banking: system in the district 
should be as follows: — 

IiJiperial Bank should recognise all central co-operative banks in 
every district. All transacdions with these banks should be done in 
cheques through the medium of the local treasury, if and where neces- 
sary, to minimise tratisit cost. 

Central banks should be under the control of the Government 
They should have free connection with all local banks and loan.Dffices 
in all banking affairs. 

They should have branches at places in the district, wliere neces- 
sary, to help industrial people and agriculturists. Such branches should 
be directed by a board of local people who should always be responsible 
for investments in the local area. There should be provision for remu- 
neration of such directors and commission for standing surety. 

Central banks should discount hundies drawn in their favour ■ or 
advance loan on other documents held by such branches if necessary. 

In order to get facility of fund Imperial Bank should rediscount 
such hundies or advance money to these central banks on pledge of such 
documents. 

(it) Yes, as I have stated above. 

(ill) Certainly these brunches of central banks will get opposition 
from the village mahajans in the beginning. In tlie beginning, instead 
of granting loan to the agritmltnrists, tliey sliould try to mix with the 
mahajans and grant loan to them at a low interest so that tliey might 
make profit out of it. It will be found that within one year tile direc- 
tors of sucli brandies will gain all experiences of these bankera’and 
mahajans. 

, (if ) There might be some competition in the beginning. But these 
mahajans and bankers won't be able to compete owing to tlieir heavy 
interest. Even if they reduce their rate of interest they would fail 
owing to their disadvantage in realising the money in comparison with 
the branches of the central banka who must have easier method of reali- 
sation, such as certificate and so forth, as I have dealt in separate 
qxiestion. In the end these hankers and mahajans will deposit their 
money with sncli branches even at a lower rate. 

IMie benefit of certificate or other easier method of realising money 
should not he extended to private individuals as there is very much appre- 
hension of misuse. 

Part lil^lnvestment Habit and Attraction of Capital. 

Question 1. — (i) There are following ways of investment in the 
district: — 

' (:») Loan against landed and house projierty and ornaments. 

(*>) Tjoan to agriculturists and industrialists. 

tej PoaUi Savings Bank and * iash Certificate. 

(cfj Government papers, tea and other shares, Corporation, Port 
Commissioners and Calcutta Improvement Trust Debentures, 
nnd so forth. 

(c) I ixed deposit in banks. 
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(ii) Ovtr ami «Ai>ove the capital existing in the district, ten lakhs of 
rupees nioie can be utilised at once. 

(iii) SaA'in^rs can be invested in agriculture, small industries, landed' 
property, Postal Saving Banks, Cash Certificates, Government papers^ 
shares, debentures and bank deposits. 

(tv) Public cannot get good return for their investments. Excepting 
a few mahajaiis and money-lenders ordinary public invest tlieir money 
in post officeb or Government papers where they get very low interest. 
The number of good banks is limited and due to tlieir unsatisfac tory 
working they have not yet been able to draw sympathy of the public. 
Again, the villagers do not get advantage of these banks. 

(v) Properly organised banks or their branches as described in pre- 
\dous questions should be established in interior places. 

(vi) The accumulation of gold and silver in ornaments has got no 
practical utility excepting a way of saving although at a loss. It is 
more a luxury and practiie than a iiece.ssity. But it is the only saving 
which sometimes comes to a great use and benefif io the women (‘lass, 
speciall^v wlieii tlu\v l>e<‘ome widow, nay, it is a liel]) to husbands and 
sons as w(dl in time of their distress. 

Question 2. — (/) P(»stal Casli Certifuate liad been popular no doubt, 
but owing to its rate of interest being decreased its popularitj" is waning. 

.(//) The rate of interest for Postal (-ash Certifiiaies should be 0 per 
cent, compound. 

(/ii) Another difficulty is tliat the investors have got to wait for five 
years tor this benefit. The rule should be tliat they would get Savings 
Bank interest if they withdraw within one year and beyond one year 
they should get rateable interest. 

(//;) Only middle class peo]de generally invest money in Postal Cash 
Certifi(*Mtes. 

(r) If the papers of the Certificates be made stronger and a little 
proi>aganda work is done it will be popular to the peasants as well. 

(ri) Xo doubt the interest of Cash Certificates and Treasury BilLs 
clashes witli tlie interest of European banks, but there is no way out 

of it. It is mostly due to their conservative and anti-Indian policy 

that they suffer. They never care to open, branches where there is 
no European interest. They would never help any Indian bank or loan 
office. They would always look to ludian business with an eye of dis- 
trust. Their activities are mostly limited to metropolitan towns and 

European centres. They deal mainly in foreign cajiilal for the benefit 
of the foreigners. Where they take Indian constituents it is either for 
policy^s sake or for the sake of their interest. Indian banks or loan 
officers never suffer for this. Because they have got to borrow at a 
higher interest and lend at a higher interest. Mufassal banks and loan 
offices do not suffer for high interest of Cash Certificates or Treasury 
Bills. They are thriving all i*iglit. Certain people as well are being 
greatly benefited by these banks. 

Want of educate m is at the root of everything. There is capital 
in the country. There is means to utilise it. The ignorantie as to how 
to collect and utilise is the root of our poverty. The few rich and the 
educated are slave to their individual interest. The rural areas are 
totally neglected. The peasant class has been left to their lot to live 
like cats and dogs. There is no body to uplift them, no body to educate 
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them, no body to trhiu theill in industrial affairs, no tody them 

even in their limited endeavour in agriculture too. , Wiir the Govern- 
ment look to their interest, educate them> train them, help them, and 
raise them to the status of men? Only sham banking 'facility won't do. 
There should be heart behind and a real desire to help them. 

We are co-operating, but we are getting trash in return.. Let us 
hope for the better policy of the Government. 


sr. 

Mr. Biswajoy Sarkar of Bongram Union Board (Birbhum). 

Part I. — Agricultural Credit and Credit Facilities for Small industries. 

Question !• — (/) (a) Dujing' the period of cultivatiou, the agricul- 
turini in this pait of the proviii(»e geuerally takes paddy loan from the 
local paddy-lenders. - 

(h) For capital and permanent improvement, the agriculturist takes 
loan from the local money-lenders. 

(c) On failure of monsoon the agriculturist generally takes loan 
from the local money-lenders for theii* household needs. 

Land rev'enve . — In the (’ase of failure of monsoon, generally the 
agriculturists do not pay their rents to their zemindars, so they do not 
go to take loan from anybody, 

(it) The rates of interest generally charged in this jiart of the 
province on paddy loan is >50 per cent, of the total quantity of paddy 
given for six months. In this sort of paddy loan no security is taken 
by the paddy-lenders. On money lent to tlie agi‘i(‘ulturists on good 
fiecurity the interest demanded by the local money-lender varies from 
12 ^to i)er eent. per annum. But where there are co-operative credit 
iiocieties, the rate of interest charged on the money lent to the member 
of the socviety is 12^ per eent. per annum. But these are very few* in 
number in this part of the province. 

In my estimate 99 out of 100 cases of loans are secured loans and 
there are no coses found as unsecured loan in this part of the province. 

(m) The part played in agricultural finance by the local mahajan 
is very important in this part of the province. Now-a-days the (‘o- 
operative credit societies are also helping the agriculturist a little. 
But the Imperial Bank and other Joint-stock Company do nothing in 
this respect. 

The Government agricultural loan plays not very imoprtant part as 
this loan is not given to the cultivators up to their requirements and 
the cultivators have to go again to the local professional money-lenders. 

(tv) Rupees fifty lakhs is required for the purposes stated above for 
niy district only. 

(r) In the present system of agricultural financing the defects are 
as follows:^ — The co-operative societies organised in the villages cannot 
grant loans to the req^uirement of the agriculturists so the agriculturists 
have to depend on tne mercy of the local money-lenders and Mddy*^ 
lenders and thereby sustain a heavy loss by payment of heavy irate of 
interest to the local mahajans who have transactions of paddy and 
money. 
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The co-operative villa^re society is not able to supply to the ajjjrri- 
ciilturist tha, jponey to their requirement only because the autlloritievS 
of the Central Bank of the district have no direct knowledji^ about 
the r*o<jnirements of th^ village agriculturist and hence they c*aiinot 
render 'timelyv and adequate help to the rural societies. 

To do good to the agricultuiist through the co-operative agency it 
is proper to udvance loans to the agiiculturiats three times in the year, 
oncejduring the months from February to April for purchasing manure 
and feeds, then dujing June-July, i.e., during the j)eriod of cultivation, 
arid lastly during September-October. 

(v) If, in this way, the agriculturists are allowed to get money as 
advance, they can conveniently get on with their cultivation and will 
be saved from paying a heavy rate of interest and can store up the early 
(aus) paddy crop for selling it at reasonable price in future. 

{vi) There is no co-ordination among the various credit agencies. 
For the i^resent there is no scope for improvement. 

s 

Question 2» — (/) l^addy is the principal crop in this district and 
the raiyats carry their product to different aratdars of several places 
and to tlie different mill owners. 

The laiyat cannot hold up his crops for a l)etter price as he has to 
sell his jiroducts at oii(*e to meet the expenditure of his own household 
and to f)ay rent and repay his deVds due to mahajan (this debt includes 
j)addy debt also). 

(//) In my opinion it is possible to form pools by organising a (*o- 
opeiative sale and purchase society in each Union. In that society, 
the authorities will take from the raiyut the principal product (paddy) 
and will give the raiyat in exchange his re(|iiiremeuts (cloth, utensil, 
etc.) or money, if he so desires. The society will stoie all the paddy 
of tlic union and whenever it finds better price it will sell that stored 
up paddy to the better market at convenience, and after the audit at 
the end of the year the soc iety will keep 50 per (ent. of the selling 
profit and the remaining 50 per cent, it will divide among the members 
who deal in ])addy or any product with it. In this way the society in 
the union will be able to ameliorate the (‘ondition of tlie inhabitants 
of the union. These societies will be finaiu^ed by the District Central 
Bank. 

(///) There are few^ co-operative sale societies in this district. These 
have been constituted according to the co-operative princdples. These 
are linked to the central co-operative banks of this district. These 
are almost a failure. 

(iv) There are at present no credit facilities in financing of the pre- 
ducts during marketing in this district. If such facilities existed during 
marketing it would be of great help to the agriculturists. Seventy- 
five per cent, of the value of the products may be advanced during 
marketing through the co-operative agencies. 

(v) For internal trade, the credit facilities may be given for a short 
period of time and for foreign trade the c^dit facilities may be given 
for a Icpger period of time. If these facilities l>e given for a longer 
period l||e producer may cany his products to the foreign market cou' 
veniently. 


21 



322 

(vi) (a) The koyals or village brokers paichase products generally 
fioin the villagers and thevse are taken to the niokains an4 the inokam- 
dars send these to big mahajans who expoit these products to different 
, directions. These products they purchase from the villagers cm cash 
price. The niokamdais generally are supplied with money by big mer- 
chants, 

ih) Big mei*chants imj)oit articles from different directions and from, 
them the rural dealers from many parts take these to their village shops 
and thence distribute these to the consumers. The money required for 
doing this tliey (village shop-keepers) take fjom the local mahajans. 
This is the case in our district. Big merchants may have cormeclion 
with banks. s 

(vi) (a) The big merchants supply money to the inokamdars on 
condition that after the expiry of a certain period mentioned at tlie time 
{)f transa(*tion (ertain interest is clanged on money supplied. S(»iue- 
times the inokamdars do not get any supply of money; in that case 
the inokamdars take loan from local mahajan at a certain interest wbich 
varies from lie. 1-8 per 100 per month to lis. 2-4 per 100 per month, 
but from the lo(*al mahajans they do not get sufRcient supply of money; 
so sometimes they have to go to uialiajans of other places ar to dejjend 
upon their own resources and thereby they cannot improve their con- 
dition as well as the condition of their trade. 

But where the mokaindais have to borrow money from the mahajans 
the inokamdars play fraud with jiroducers of tlii‘ village and thereby 
make a profit themselves, but eause heavy lo«;s to the growers. The 
diffieulties may be removed if <*o-operative societies or banks aie started 
to supply money to the jiroducers and if arrangements are made to tlike 
their produce to the better market through the (*o-operative agencies 
which may try to suiiply money to the prodiu'crs till their pr()du(*es are 
sold. In that (*ase the growers will get better value of their piodiice 
and something of the piofit the co-operative society will derive. 

(h) It is true that produceivS (growers) in India do not get the full 
value of their products for they are to depend on the mercy of the 
middleman wlio settles the price of their products with them. The 
growers are needy men of the village and they (ainnoi wait for a better 
price. The middleman also takes away more in weight of the prodiict.s 
than the weight in vogue at the bazar, I know certain cases which I 
give here in detail. The koyal or middleman uses 82-10 tolas in weigh- 
ing the produce and takes some dhalta (surplus quantity) weighing 1^ 
seers per maund; in this way tlie koyal causes loss to the producers. 
This can be removed by starting cooperative societies and making 
arrangement so that their products are sold at reasonable price. 

(.i*/.r) In iny opinion there are possibilities of operating w'arehouses 
on cooperative basis. These warehouses cannot carry on business for 
the purpose of profit making. These can handle all the products of 
rgA'iculture and sericulture. The chief business of these warehouses 
should be — 

(a) storing gobds on the system of ‘^storage for exchange.’’ 

' (?>) Further handling, packing and repacking of stored^goods. 

(c) Acting as intermediary or commission merchants f6r sale of 
stored goods. 
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td) The issuing of wanaiit oertificafes, having the same legal status 
as those issued under eoniinercial code of law. 

(e) Advancing money against such warrant certificate, 

Siuh warehouses are exempt from income and huainess taxes. In rnalv- 
ing these warehouses popular, it is necessary that the people of India 
should he trained to realise their interest. 

U\t) Yes, there is every need for (joveinment assistance in the 
establishment of these warehouses. 

The Indian agriculturists liave not yet awakened to the realisation 
of their own interest and therefore the (loveinment should make strong 
prtjpagauda which would take the form of lantern lectures, canvassing, 
circulars, etc. 

This propaganda should also be carried on in scdiools so that the 
young people may be imbued with the ideals of co-operation. 

Question 3a — (?) The average price of one acre of land of difierent 
crops in this district is as follows: — 

I.ands where only i)addy is giown — Rs. 300 per acre, 

liand.s where labi crops and more than two (*rops grown — Rs. 4o0 
to Rs. 500. 

(//) The factors aie that when one has an earnest desire in purchas- 
iiig a plot of land in that case the land is sold at a fair price, but when 
it is sold by auction the land is sold to the highest bidder; in that case 
there is no <*ei‘tainty of pri(*e of the land. 

[a) The value (»f tlie land generally in the (Government auction for 
non-payment of revenue may he high or low according to the attitude 
of tlie bidders. 

iff) V'ahie of land by court decuee may be high or low a(‘cording 
to the attitude of the bidders, 

ic) In purchase of land by private negotiation the value is settled 
fairly and reasonably. 

Question 4. — (i) Theie is no legal impediment to mortgage of lancl 
and agricultural holdings in the province. 

iii) The amended Bengal Tenancy Act has influenced the credit of 
the agriculturists to some extent, their lands being made transferaVde. 

{Hi) The smallness and fragmentation of the agricultural holdings 
stand in the way of establishing long-term medit institutions for the 
smallness of holding fetches small and insignificant income or fetches 
very low price, when sold. So nolmdy comes foiward to give loan to 
the agriculturists possessing small holdings. Moreover the smallness 
of holdings has many other agiicultural disadvantages. 

(iv) There are no land mortgage banks or agricultural banks in this 
part of the province, but co-operative societies are now trying to invest 
money to the members as long-term loans, but the number of these 
societies is very limited. 

(r) The co-operative societies give loans to the inembei-s only. The 
societies raise money by selling shares and by loans from the Cei^tral 
Banks to which these societies are affiliated. 

(.n) The agricultural mortgage bank should raise its working capital 
through shares, deposits and loans obtained from a central institution^ 
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l)ut the amount of the last twi| ihould not be i^ore than five times the 
amount of pat<l-up capital plus. the reserve fund. 

*. The loan ffiven by the bank to agriculturists in the form of seeds 
and manure or money to purchase those things will have a prior claim 
for repayment from the proceeds of the crops of the borrowers within 
18 mouths from the date of the loan over all other claims and, in the 
same way, the loans for the purchase of cattle, fodder and agricultural 
implements will have a prior claim on these articles except in the case 
of Government {lues for land revenue. 

The share-holder is also given some protection as his shares in the 
bank are not liable to be attached in the execution of any decree passed 
by any court except in payment of his dues to the bank itself. **The 
agri{niltural moitgage banks will be given all the facilities with regard 
to the freedom frtmi liability to pay stamp duty, registration fees, 
court tees, income-tax, etc., extended to other co-operative societies. 
Another facility afforded to the banks will l>e that they will he entitled 
to receive a dividend not exceeding five per cent. It is also required 
that the bank must credit 2-3 per cent, of their profits every year to a 
reserve fund before distributing them to the share-holder. This bank 
should he purely a co-opeiative hank and constituted according to the 
Co-operative Societies Act of 1912. 

Question 6. — (/) Very recently I have gathered information fn>m the 
people of a very little village of 22 houses, that the amount of debt 
incurred by the villagers is about Rs. 300. 

(«) This information has been obtained from proper enquiry from 
the people themselves and I believe it to be accurate. 

{hi) The amount of debt with security of land (by registered mort- 
gage) is Rs. 1.34 and remaining Rs. 1G6 is taken by the people with 
promissory notes. 

. (ir) The debts are incurred by the agriculturist of this part of the 
country generally (a) for repayment of earlier debts, (h) for marriqge 
and other social occasions, (<•) for litigation, (e) sometimes for payment 
of land revenue or rent, (f) for growth of the debt by compound in- 
terest, interest not having been paid, (ff) for the purrha.se of cuttle, 
seed and manure. 

(r) This debt is generally due to professional money-lenders and 
rarely to co-operative societies particularly for the purcha.se of rattle 
and seed and manure. 

(vi) The agricultural indebtedness in this locality is increasing daily. 

(vii) Very little of the needs of the agriciilturist.s in this part of 
the country is met at present by the Land Improvements Ijoans Act of 
1883 and the Agriculturists’ Loans Act of 1884. 

(iir) Itinerant money-lenders, such as Kabulis, are found in many 
parts of this district. They generally lend money at an interest of 
Rs." 150 per cent, per annum. Sometimes they supply clothes and gar- 
ments to the needy people on credit for one year and for those things 
they demand high price covering an interest of Rs. 150 or so per cent. 
per„ annum. 

They do such business among the needy agriculturist and for their 
investments they take no security at all. They make no enquiry before 
Ibegr grant loans to the borrowers. They generally invest money for 
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on« year aad sometimes for two of three years, and after the lapse 
the period they demand the money from the Imrrowers and realise it 
by jnhini or oppression. The compound interest method of calculating 
the interest is generally the practice of these Kabulis. 

(.r) These Kabulis take usurious interests generally and sometimes 
the local professional money-lenders also take such kind of interest. 
These invest money at an interest of as. 2 ^er rupee per month which 
is a very exorbitant rate of interest and the people who have no means 
by w^hich they can attract the attention of general money-lenders take 
loans from them. Usurious loans of other kind are not in vogue in 
this part of the country. 

(cj) To no extent the Usurious Ix>ans Act is availed of in our 
locality. 

{rii) Generally the Kabulis and other money-lenders who invest 
money at an exorbitant rate do not take shelter of the court for the 
realisation of the monev, hut in other cases when the court thinks that 
the interest of certain loan is exorl)itant it reduces the rate of interest 
to some extent. 

The coiuts in our locality do n<jt follow any standard in applying the 
Usurious Loans Act, but they generally allow the interest written in the 
bond. 

(xrii) This Act is not in vogue in this part so this practice is not 
found in the locality. 

(xir) The proposed warehouses (mentioned in answer to the question 
2 (.ri.r) should give loans of seeds and paddy to the agriculturists at 
normal times on terms that these loans should be repaid in crops. In 
my opinion if the agriculturists are helped in this way it will not be 
diflicult for them to pay up their debts and ameliorate their condition. 

(.rr) The prevalent rate of intere.st of paddy loan is 50 per cent, 
of the total quantity of paddy given for six months. , 

(,rri) The interest charged in this part of the locality in respect 
of advances, when taken for a long period of time, is Its, 24 per cent, 
per annum. It is s(»metimes calculated Viy the process of compound 
interest. First takids are given for the payment of loan and wlien it 
is found that the borrower is not inclined to pay the lender takes the 
shelter of the court. 

(xvii) A lai'ge number of efficient farmers who become involved into 
debts owing to their untoward circumstances are being turned into 
tenants for a period or tenant-at-will, their landed property passing on 
into the hands of the creditois by the deiuee of the (-ourt.. 

{xviii) If their landed property passes on into the hands of the cre- 
diliors it is quite natural that the farmeis lose their incentive (o produce 
more and their efficiency is of no use. 

QU6Stion 6.— (jt) The small industries, e.g., weaving and basket- 
making and calico printing can he encouraged by forming co-operative 
societies and giving loans to those who require and to arrange to sell 
their products to good centres of the province, 

{in) The farmers of many parts of thi.s province have work in their 
fields practically for six months and they have to idle away time in their 
houaes for six months which they may utilise by taking to weaving and 
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calico printing and tape-making, etc., and thereby supplement tbiar 
income and raise their standard of living. 

(tv) The best method for securing Marking capital for such enter- 
prises is to take loans from co-operative societies. * 

(r) The financial machinery for this purpose is co-operative banks 
and societies. 

Question 6A* — (i) These small industries are at present financed by 
some organisation which purchase the products of these industries, (a) 
in respect of circulating capital and (6) in respect of fixed capital; some- 
times the institution has to float a company and thereby raise money 
by selling shares or if the proprietor of the institution is one individual 
he has to find money either by taking loan from other money-lender 
or if he is a substantial man (ontribute the money from his own pocket. 

(/V) The suggestion is that in every union there should he one co- 
operative society which would finance the industries and in this there 
should be better financial facilities. ^ 

Quastiotl 6B« — (/) There is no such facility prevailing in our dis- 
trict; if they want loan they may get it from the local mahajans. 

(it) These people other than small traders generally take loan for 
the marriage of their sons and daughters and other social ceieinonies, 
hut the small traders generally take loan for carrying on small trade. 

For these purposes they generally get money at 25 per cent, on 
loan, but in unsecured loans the rate of interest varies from 2*7 J to 75 
per cent, per annum. 

(m) For the present the people who are not agriculturists do not 
get help from the joint-stock banks and indigenous banks, but co- 
operative banks sometimes help them. 

(iv) The indebtedness among these classes is generally on the 
increase. 

Question 7. — (/) Co-operative banks have no relation with the other 
banks in this jrrovince. 

(it) In the co-operative society there is difference between the interest 
of short term, and that of long term. Long-term interest is much higher 
than ihe short-term interest, so this is one of the difficulties the members 
have to face. 

Another difficulty is that the members of the (*o-operative society 
cannot get loan from others though they have assets, for nobody coi^i^s 
forwaj d to grant loans to co-operative society members and the members 
have to suffer as the co-operative society cannot supply to them ai’ccrd- 
ing to their needs. 

(ui) According to my estimate the extra capital required for the 
co-operative movement in this district is from 20 to 30 lakhs of ru|)ee8, 

(it) There is no competition in this district between the co-operative 
hanks and banks of other kinds. 

('in) Yes, if the concession mentioned in question be granted the 
growth of the co-operative societies will be stimulated. 

QllMtiOfl 7A.' — (i) It is not at all desirable that the Central Co- 
Dpeltitive Bank should be permitted to grant loans to individual members 
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an^ depositors, but there should be other kind of co-operative banks to 
th^S district which would jrive big loans to the zeiiundars and other 
big merchants of the district. 

(Ji) It is desirable to enlarge the scope for investment of* funds of <‘6- 
operative societies by relaxing the restrii'tions contained in section 33 
of the Co-operative Societies Act and allowing the societies to invest 
wherever they find suitable. 

(in) I advocate free interlending of funds between co-operative and 
joint-stock banks and other loan offices. 

(iv) At present there is no relation between the co-operative banks 
and the joint-stock banks, etc., and no one of them deiive any assivstance 
from other. 

Question 7B« — (/) Practically speaking tlie establishment of the co- 
operative societies in niial areas has no effect on tl»e prevailing rates 
of interest on secured and unsecured loans to agriculturists in this 
district. 

(li) To no extent are co-operative credit so(‘ietes replacing professional 
money-lenders of this locality. 

(Hi) The factors that operate against the rapid spread of the co- 
operative banks and tlie rural areas are as follow ; — 

(a) The central l)anks have not sufficient money to meet the full 
lecjuirements of the rural societies. 

ih) The people of the Co-operative Department in the district and 
the organisers do not take proper (‘are to explain the prin- 
ciple to the people of the rural areas and therefore the people 
of the rural areas hesitate to be members of the co-operative 
societies. 

(r) The people lack in their capacity to realise their own wants and 
interests. 

Part iA« — Loan Offices and Joint Stock Banks in the Mufassal. 

Theie is no loan offic’e or joint-stock bank in this distri(‘t. 


Part II. — Indigenous Banking. 

There is no indigenous bank in this district. 

-.I#- 

Part III. — investment Habit and Attraction of Capital. 

Question I. — (Hi) Institutions in existence for encouraging saving 
and investment habits are po.stal 8aving.s banks, co-operative banks, 
etc. 

(tv) Yes, the public have full facilities for investment of their sav- 
ings, but the people c an make very little savings after their expenditure. 

(v) The people of Bengal, rich or poor, have the lialnts of investing 
in silver and gold. 

Q[iiastiofi J^(i) The Postal Cash Certificate is not popular in this 
district. To increase its popularity in this district the purchase price 
should be decreased more and propaganda work should be started also. 
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revised and the existing term of issue should not be changed. 

(wt),The savings banks afford all facilities to public. 

(tv) The middle class people generally resort to such forms of 
investment. 

(v) If the rate of interest be raised up to 6 per cent, it will attract 
other classes. 

(I'i) I have nothing to say in the matter. 

Question 3* — (it) In the nmfassal area there is no such facility. 

(Hi) The agriculturists of thi.s district generally sell their pi-oduce in 
time of need; so that they have very little .surplus money left in their 
hands for investment after their expenditure. The middle class farmers 
lend their money, which they get by selling their produce or any other 
way, to local borrowers and sometimes invest them in savings banks 
of post offices. Other classes of people who are not agriculturists 
generally inve.st their money in savings banks and to the individual 
borj'owers of the locality. 


S8. 

Mr. Lalmohan Bhattacharjeei Prasidant, Haahara U.iion Board Bench 

and Court (Dacca). 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Quastion 1 . — (/) I’he agriculturist in tlie district of Dacca obtains 
finance generally from professional money-lenders. If there is no failure 
of monsoon, the agriculturists supply their own seeds and do the cultiva- 
tion themselves with their own cattle. Hut if cattle die or there is failure 
of monscMm they have to go to the professional money-lender for loan. 
They seldom require or spend any capital for permanent improvements. 
They do not understand how permanent improvements are to be made. 

(ii) The rate of interest charged by the money-lenders varies from 
2 per cent, per month to (ii per cent, per month. There is no fixed 
period for which these loans are (akeu. 1 have seen bonds executed 14 
or 15 years past still remaining alive by real or alleged payments of 
interest. Sometimes bond.s are renewed again and again tind at last fhe 
whole land and all movables of the unfortunate agriculturist are sold by 
the money-lenders in execution of their decrees. 

AVlieu security is demanded or accepted generally mortgage deeds 
with stipulation for payment of compound interest are executed. The 
dates of payment as stiprtlated in these bonds are generally entered 
accofding to the dictates of the money-lenders and both parties to the 
transaction know that the money will not be reali.sed by the stipulated 
period. 

Sometimes standing crop is given in security. As a consequence of 
this sort of security the money-lender takes the crop when it iS ready 
for harvest and values it at his sweet will and puts the agriculturists in 
difficuHies. 
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TKe percentage of secured debts is lower tlian that of the unsecured 
debts. But the teiulency of the uioney-lenders iiow-a-days is to increase 
the percentage of secured debts. 

(ir) About a crore of ru]>ee8 is necessary tor properly financing the 
agriculturists of this district. 

(r) At present tlie agricultiirists are victims in the hands of the local 
money-lenders. In every locality there is a limited number of money- 
lenders to whom the agriculturists are compelled to go having no other 
source of drawing tlie finance, and the agriculturi>s1s are compelled to 
borrow money at a high rate of interest as is demanded by the money- 
lender. The money-lenders are men of such nature that thev first lend 
money to a new borrower at a low rate of interest, holding before him 
words of encouragements with the object of bringing him anyhow under 
his control, so that in case of subsequent borrowing he ihay demand 
higher rate of interest and thus ultimately get hold of all the properties 
of the agriculturist. 

If once an agriculturist is indebted to one money-lender he cannot go 
to another money-lender though he knows that he may get money tram 
the second man at a lower rate of interest in fear that his first mahajan 
will opi)re8S him. Thus the agriculturists be<^ome the victims of a parti- 
cular mahajan of their locality. It is also found that a particular family 
of agriculturists ivS bound down to the same mahajan for two or three 
treiierations. 

The only remedy under the circumstances is to open in every village 
a co-()])erative hank capable of advancing adequate finance to the agri- 
culturists in the time of their real need at a low rate of interest. 

It is also necessary to make the agriculturists understand wliat is their 
real nec‘essity and wliat is the true way in life and to imbibe the habit of 
frugality among them. 

(r/) There is no co-ordination among tlie credit agencies or among 
(he individual money-lenders. On the other hand there is enmity among 
the money-lenders of the same locality. 

Question 2. — (/) Jute is a very important c rop of our district. The 
marketing of this [)rodvict is most defective. Tliere are stune seven inter- 
mediaries between the raiyat and the exporting firm, viz., the village 
shopkeeper, bej»atd, aratdar, etc. The raiyat, who generally takes loan 
from the village nialiajaii at most unprofitable rates of interest, has to sell 
his product immediately it is ready. The mahajan is sometimes the 
pj^rchaser and by liis financial power (*an compel the raiyat to sell his 
goods at his dictated price. The mahajan sells to the bepai’i who goea 
round from village to village to purchase jute. I'he bepari sells to the 
aratdar, who is in fact a storekeeper where the jute pun liased by the 
bepari s are collected. The sub-agencies of the exporting company pur- 
chase from the aratdars and send the jute to the agencies, and these 
agencies in their turn send to Calcutta for exporting to foreign markets 
or to Calcutta mills. 

If there be any association which can purchase the produce from the 
raiyats and sell direct to the foreign company or native mill owner, who 
generally consume tlie produce, then the Cultivators would be mucrh 
benefited. 

The poor cultivators being indebted to the money-lenders cannot wait 
for better price as the money-lenders begin to demand the money as soon 
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as the crop is ready for harvest. Under such circumstances the cultiva- 
tor often sells his produce to tl»e money-lenders at a j)rice which is 
<lictated by the money-lender. 

Qu^tion 6* — (vt) The agricultural indebtedness in our locality is 
increasing by leaps and bounds owing to the following reasons : — 

(a) The culturable lands are day by day going into the hands of 
money-lenders from the cultivators. 

(h) The cultivators, having no other source of income, are compelled 
to incur more and more debts in case of failure of crops and thus they 
run into Ijeavier debts while their old del)t.s are kept alive. 

(r) Though the income of cultivators has not increased, their 
:style of living has been made higher in imitation of that of their middle- 
<j^ss neighbours, and in this way their expenditure is becoming dispropor- 
tionate to their income. 

(fJ) Owing to the rise ot the price of the necessaries of life. 

(e) Their false idea of getting richer by cultivating jute in all the' 
lands they possess without growing paddy ni the lands and thus make 
no provision for themselves. 


S9. 

Mr. Sudhindra Nath Basu, B. L., Prasident, Union Board, Narail 

(Jessore). 

Part l.~Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (/) (//) TTsually from village money-lenders and in a 
few eases from zamindars. 

(/>) The same. Usually the people in this district Jiave very little 
idea of improvement works and consequently little money is borrowed. 

(r) The same. Sometimes in extreme case oi failure of crops and 
famines, etc., from Government. 

(ii) Interest varies from 12 to 37J per cent. I-oans are taken for a 
period of 6 mouths to 1 year and sometimes for 3 years. 

In tlie largest numlwr of cases standing crops form the usual 
security. Sometimes agricultural implements and cuttle, etc., are 
nl.so offered and accepted. 

It is difficult to form an accurate estimate of the proportion of the 
<lift‘erpt kinds of loans. However, so far as I understand, loans on the 
security of standing crop.s form the largest kind of all. 

iiii) In the subdivision of Narail professional money-lenders still 
play {he most important part. There are two joint stock loan com- 
panies doing some little work. But daring the recent quarrel between 
fhe bargadars and tenure-holders, they clearly declared that the object 
of their companies is simply to help the middle class people against 
the oppression _ of the agriculturists. The only central co-operative 
hank at Narail is gradually extending its business. Further and rapid 
oxpansion is required to cope with the situation. The other kinds of 
banks and bankers may be regarded as nil in this part of the country. 
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(tv) A Slim of Rs. 50,00,000 for duly financing the agriculture of a 
district like Jessore, 

(v) Illiterate people usually borrow money for one purpose, but 
when the money is in hand they spend it for another. Moreover 
ignorance makes them extravagant, 1 would suggest the appointment 
of supervisors to enquire whether money borrow^ed for agricultural pur- 
poses is spent foi purpose of family vanity or aniuseiuents. 

(vt) Nothing like that is to be found here. The ceiitial co-operative 
bank may be i‘egarded as doing something in that direction by directly 
puyiiig off the previous debts of borrowers. Improvement is difficult 
in the presence of village money-lenders. 

Question 2. — (/) The principal crops here are ric.e and jute, llie 
raiyat is unable to hold up the crops for a better price simply because 
he is jK)or. He has to pay his rent, his previous debts, purchase neces- 
saries of life out of the produce. He cannot wait. Moreover rice if 
held up w^ill always sell at a higher price as old rice, but jute is not so. 
Rather it is dangerous to store jute on account of its highly com- 
bustible property. 

(f/) Co-operative societies if formed specially for the purpose of 
purchasing, storing and selling jute, will do immense gocnl to the 
countiy. »Tute is Ilengars monopoly produce. Yet the country 
derives little benefit from it. The price is controlled by foreign pur- 
chasers, and there is no large scale producer in the whole country. And 
if there were one or two such large scale producers, their position w^ould 
be more dangerous in ibe presence of small farmers. It is a strange 
thing in the wdiole world that the monopoly holder has no (‘ontrol over 
the price. If by forming co-operative credit jute societies the jute 
prcxluce of all tlie districts be purchased and carefully stored up during 
the season, tlie raiyat will get his money in time and the immense 
profit will help the country in various w^ays. The problem of mass 
education and sanitation wu‘11 be solved at once without putting the 
Oovernment to any embarrassing povsition for education cess or the 
like, 

(ni) Nil. 

(ir) There is very little credit facility in tliis paii. Farias pur- 
chase articles sometimes on credit from the producers and sell them 
to the big merchants at mokams, etc. Want of respectable and faith- 
ful persons dealing in the small internal trade is the main cause. Co- 
operative Boeieiy purcliasers w'ould induce producers better. 

(r) Foreign trade is chiefly carried on through banks. But in in- 
ternal trade we have practically no banks at all. To a certain extent 
aratdars at mokams and in Calcutta play the part of banks, and im- 
porters and exporters. 

(vi) (a) In inoi’e than 60 per cent, of cases aratdars of Calcutta and 
other big places engage boatmen to collect articles from mufassal. 
Sometimes money is paid in advance, sometimes is paid on the arrival 
of art i tries. In a small number of eases boatmen themselves and small 
traders engaging boats take articles to Calcutta at their own risks and 
sell them to the aratdars who pay them at current price minus some 
discount, arat charges, brokerage, etc., which greatly diminish the 
actual money received. 



(b) In the import internal trade, articles are purchased from 
Calcutta by big nierclianfs in more than 75 per cent, of the cases on 
personal credit with the Calcutta firm. In trade between one part of 
the country with another exactly the same thing happens. The big 
merchants of the mufassal again sell them at credit or cash to small 
shopkeepers. The actual consumer has to buy articles at greatly en- 
hanced prices. 

(ri) (a) I have stated that financing is small and credit 
mostly personal. My suggestion is the organising of co-operative 
credit societies. 

(vri) Yes, it is so in the ease of jute. The monopoly position of 
buyers of jute has immensely prejudiced the interest of jute producers. 
It may he to a certain extent remedied by organising co-operative jute 
sale societies. 

(vui) Facilities for internal remittance almost lacking. The 
village loan companies are all simple loan-givers and do not transact 
any banking business. Remittances are to a certain extent done by 
hundis of aratdnrs. 

(ir) For this sort of remittance personal credit is required. So it 
could never become all round. If co-operative banks (-ommence help- 
ing trade and iutioduce bank drafts and issue remittance cheques, it 
will be considembly remedied. 

(^) In this part of the countiy a very small part is played by 
negotiable instruments. Possibly it is not above JO per cent. 

(rii) Hundis at sight or at certain days (usually 60 days and 90 
days) sight are in use. At Kotchandpur in the sugar business is used 
barat patra, which is a kind of hundi at sight. The purchaser gives 
the seller a barat patra on a. Calcutta aratdar. fhe seller realises the 
amount from there. 

(.mV) It is difficult to say whether standardisation and stamped 
paper will facilitate anything. 

(.rr/V) Ilailw'ay receipts are used in jute business. Money is realis- 
ed from Calcutta aratdars on prcxluction of such receipts. Sometimes 
letters of stockin)^^: from reliable and recognised farias are also used. 

(m^) Licensed warehouses and receipts from them of sto(*king goods 
will surely enhance credit. 

(m) Yes. 

Quastion 3« — (/) From Bs. 300 to Rs. 600 i>er acre. I^ands produc- 
ing rabi crops are sold at the highest rates. Jute land and ric e lands 
come next. 

(ii) (a), (h) and (c) Non-payment of revenue or court decree may affect 
price of land. But the most important factor is the productive power 
of the soil. iSo the untoward influence is not usually lauch felt. 

Quastion 4. — (0 The greatest impediment is non-transferabilitv of 
undef-raiyati tenancy. 

(ii) The amendment of the Bengal Tenancy Act in this direction 
being too recent, it is not yet possible to form any accurate estimate 
of its influence on the credit of the agriculturists. 

(m) It affects long term credit no doubt. But to form an estimate 
is difficult. 

(it?) No. 
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_ ^ QllWtfOn S» — Agricultural indebtednesc! is mostly clue to (iv) (c) 
liUgation, (tv) (b) marriage and social occasious, (ic) (<i) payment of 
earlier debts, (is) (d) distress, (iv) (e) payment of revenue, etc. , ('»') 
(/) compound interest ; (tv) (t/), (h), (t) are unknown in this part of the 
country. 

(v) This debt is largely due to professional moueydemlers. Loan 
offices and co-operative scKueties have commenced to play a small part 
only. 

(in) It is on the increase. 

(Lr) Kabulis are found here, but not very numerous. They give 
loans ratlier recklessly at exorbitant rates of interest and exact pay- 
ment by threats, etc.: usually they come in winter and in a large 
numl)er of cases agriculturists bei‘ome indebted to them for the pur- 
chase of warm clothes. 

(.rm) Yes, it is the practice with a number of professional money- 
leiidejs, 

(j:ir~,rvii{) Nil. 

Question 6. — (i) line milling is only in its infancy. Only two or 
three rice mills can be seen in the whole district. Gur-makiug is a 
cottage industry of Jessore and Nadia, and it will live. Sugar re- 
fineries of Kotehandpur, Keshabpur, etc., are rapidly dying out through 
foreign (Himpetition. Hand spinning has got a sentimental impetus 
owing to the non-co-operation movement, so its fate is uncertain. 

Question BB. — (?) Usually simple personal credit. 

(//) Day labourers, etc*., sometimes boriow for want of occupation 
or improvident habits and ignorance. Middle class gentlemen are put 
to difficult position for their social rank and higher staiulard of living. 
Moieover unemployment is growing in the country. 

Maxiniuin interest for secured loans is IS per cent., that^ of un- 
secured hmns, S7i jyer cent. 

(///) Middle class men even are still in the hands of professional 
money-lenders. But to a certain extent they are gradually bettering 
their jmsition through joint sto<‘k bunks. Co-operative banks are not 
vet extending their helping hands to non-agricullural labourers. 
Expansion of co-operative soiueties will greatly remove the difficulties 
of these classes. 

(w) I believe it is on the increase. 

Question 7. — (iv) and (v) There is some competition between co-opera - 
tive banks and loan offices, and the latter are prefened as they grant 
loans to individuals. 

(vi) Yes, these are essential. Want of cheaper and speedier means 
of remittance greatly hamper co-operative work. Income-tax on small 
co-opeiativc banks prejudice their working. Issue of debentures will 
eui-ely help expansion of co-operative system. 

Quostion 7A« — {i) In my opinion it is high time to allow co-opera- 
tive banks to grant loans to individual members. 

(it) I think sf). Otherwise expansion of work is impeded. 



334 


iiii) Our recent experience is not very hajipy, Mufassal loan 
offices are not very sound organisations. Certified and chartered audi- 
tors apjMjinted by these banks have not been proved to possess a stan- 
dard of iumesty. So reliance is difficult. 

{iv) At present very little. Only in some cases loan offices deposit 
nioiiey Avitli central co-operative banks. 

( r) This is done thiough the provincial co-operative hank some- 
what in a roundaboui way. 

Question 7B. — (0 It has not yet much affected interests (‘barged by 
professional money-lenders specially because expansion of co-operative 
banks is very slow and they do not grant loans to non-menibers. 

(/V) Idiey liave been able to do very little in this direction. A 
capital of about rupees three lakhs for the whole of Narail Subdivision is 
something like a drop in the cAcean. 

i 

(m) Professional money-lenders, usually middle class people, carry- 
ing on a regular propaganda against the spread of co-operative bank as 
it is practically deadly against their interest. Illiterate lower class 
people who liaA^e always to mix Avith and approach these men for landed 
interest, advic^e, social needs, medical help, etc., cannot a(‘tiially go 
against their direction however oppressed they may be. Society, landed 
interest, family vanity, superstition and illitera(\y are such an intricate 
AA^eb in Bengal that it is an bercmlean task to extricate the people out of 
their jnAA's, even if they understand their situation. The recent 
Tebliaga niovement (one-third share of the produce to the OAvnei‘ of the 
land) of the bargadars of Narail has (*onclusively proved against Avhat 
odds they have to fight. 


Part I A — Loan Offices and Joint Stock Banks in the Mufassal. 

Question 1. — ((/) (1) Jessore Jjoan Company, Ltd., (2) Jessore Bank- 
ing and Trading Company, Ltd., and (3) Jessore United Bank, Ltd. 

(/>) t)ne loan office at the headquarters of each of the four subdiAri- 
sions. 

(c) Village Union Bank, Ltd., at Laksmipasa in the subdivision of 
Naiail, Loan Company, Ltd., at Lohagara, and Lohagara Exchange 
Bank. 

Question 2. — (a) Not more than one-fifth. 

(h) Not more than one-tenth. 

(c) Not more than one-fifth. 

(d) About tw'O-fifths. 

(c) About one-fifth. 

Question 3« — (i) per cent, on money at short notice. 7 per cent, 

on money at one year’s notice. 

(ii> I^an offices in this district do not accept long term deposits. 
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QlfOStion 4i — (a) Not more thun oue-twentieth. 

(b) Not more than one-teu(h. 

{c) Nil. 

(d) About two-filths. 

(f ) About three-tenths. 

(/) Not at all. 

Question Sm — (1) Loan.s are usually granted tor a period of one year 
only, soinetinies tor -‘I years. Interest is 18 per rent. In cases of 
mortgage bonds and large amount loans, interest varies from 12 to lo 
per cent. 

(/V) ('lompound interest is eliarged on unpaid interest every six 
months. 

(Hi) It is the practice with professional money-lenders and never 
with joint stock banks and loan offices. 

(ir) Loans are tor a fixed period. For overdue loans banks have to 
sue. Their position in Uiis re.'jpect is weaker than that of the co-opera- 
tive hanks. 

Question 6« — (/) Sometimes. Hut agricultiirul distress is not the' 
question for consideration wlieii they grant loans to agriculturists, 
i’cisonal security or reliahility of the person praying for loan is the 
most important consideration. 

ili) If they really meant to do something irf tliis direction. Their 
object is not agiicultural help, but to help the middle class people 
possibly against agricultural rise and pure business. 

Question 7. — (i) Nil. 

ill) I don’t think there would be much difficulty if they arranged 
e.xchauge with Calcutta banks. Hut their ignorance of proper bank- 
ing business and short-sighted policy stand in the way. 

Question 8> — (f) From 10 to 15 per cent, of the profits. The reserve 
fund is invested someliines in (loverninent securities, sometimes de- 
posited with some big banks, and in most cases used up in their own 
bu.sitiess and thus making it a reserve fund only on paper. 

(ii) From 8 to 15 per (!ent. 

Question 9. — (i) Book-keeping is rather anomalous. Some favour 
old Indian methods; others amalgamate both eastern and western 
methods. Very few take the help of modern scientific systems. 

(ii) Yes. It will help co-ordination suid auditing and will greatly 
enhance credit in favour of the companies. 

Question 10. — The usefulness of a federated banking institution 
cannot be exaggerated. I have heard of one such soon going to be 
established. Bank failures will be impossible under such an organi- 
sation and depositors will find gieater security for their money. 

Question 11. — I would suggest exchange arrangements and ware- 
houses for internal import and export trade, and a survey of agricul- 
tural prospect. 
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Question 12> — None. But the present ronditiou of the Narail Loan 
Company, Ltd., is precarious. Babu Badhica Prosad Mitra, Managr- 
inif Director since its inception in 191.3, misappropriated about 
Ks. 21,(K)0, and when hard pressed, committed suicide. After his 
death it is said that documents for about Rs. 1.5,000 and jewellerj' to 
the value of aWut Rs. -5,000 have been missing'. It is difficult for a 
bank, of which the working capital is not above Rs. 1,20,000, to keep 
itself alive after such a loss of over Rs. 40,000. Moreover, it is said 
that in the list of missing documents is included a number of docu- 
ments in the names of many of the pi-esent directors of the conijiany. 


Part II. — Indigenous Banking, 

Question 6, — (/) Usually 37a per cent, and when in kind one-fourth of 
the produce payable. 

(ii.) Education and .spread of the knowledge of economy may briag 
down rates of interest. I do not think bankers will willingly bring 
down interest when their great source of income is loan business. 

(Hi) That is a question of education. I don’t think a lower rate of 
iutere.st will better their standard of living. Ignorance and supersti- 
tion are the most important thiiig.s to he taken into consideration. 

Question 8.— (i) The great difficulty for the agriculturists of this 
part in getting loans fiom the bankers is the complicated sviccession 
law of the Muhainnmdaiis who form the majority of the agricultural 
population. This makes the bankers charge liigh rates, which tends to 
impoverish the tillens and to keep them in permanent bondage. 

Question 10, — I don’t think that indigenous bankers possess suffi- 
cient capital to accoimnodate all, tliough they sometimes refuse some 
owing to lack of proper security. 


Part III, — Investment Habit and Attraction of Capital, 

Question 1, — (i) lioan offices, co-opeiative banks, professional 
money-lenders, indigenous bankers, and .somewhere zamiudars. 

(it) In my opinion about Rs. 50 lakhs more is required for each 
subdivision. 

(Hi) I’ostal savings banks, loan offices and co-operative banks. 

(iv) I don’t think so, 

(v) It is neoe.s.sary to extend them in the interior places. 

(vi) The habit of investing in gold and silver is most triumphantly 
exhibited in the mpid iucrease in the number of jewellery shops every- 
where. Even a large number of the people of hhadialog classes is taking 
to this profession, 

QttOStion 2 » — (i) The popularity of cash certificate is decreasing 
owing to the lowering of the rate of interest. 

(H) If popularity of cash certificate should be retained. 

(m) Their fewness renders them somewhat useless to the ignoraht 
and lower class people of distant villages. 
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(ir) The largest number of the investors in the postal saA’ings banks 
come from ‘ middle class service-holders. 

(v) If rates of the savings bank interest could be raised. 

(ri) I don’t think that the present rate of interest of postal cash 
certificates offers any competition to the banking institution here. 

Qliestion 3« — (i) There is no branch of the Imperial Bank here. 
So facilities should be offered through co-operative banks. 

(in) Agriculturists and small industrialists here are usually very 
extravagant. In a year of distress they are over head and ears in 
debt, and in a prosperous year they squander away their extra eaiiiing 
in luxury, raising tin sheds, purchasing bicycles, and a large amount 
in nioking ornaments. Very little money goes to the savings banks, 
loan offices, or co-operative liaiiks. 

(ir) Very rarely, and specially because they cannot save any 
money. But the rate of interest is sometimes attractiA’e. The fate of 
surplus money is already given. Growth and distribution of capital 
among the indigenous are very slow. 

Question 4. — (/). (H) and (in) Cheques are not in use in this part of 
the country as banks are wanting. They are used by big mercliants in 
their business with Cal<*utta firms. Unless proper banks were estab- 
lished the question could not at all arise here. 

(iv) I don’t think it will serve any useful purpose. 

Question 5. — (i) Yes. 

(//) liRck of banks n ithiii easy reach, iterance of the people, fear 
due to re(ent bank failures, communalistic propaganda and distnist 
among tlie diffei^ent sections. 

(in) I would suggest rapid expansion of co-operative banks, offer- 
ing jieople IiuMativ^e sources of iiivestiiient and easy means of receiAnug 
loans. Educating the people by propaganda work will undoubtedly 
prove of immense value. For this purpose the service of the Inspec- 
tors of co-oj)erati ve hanks may he \itilised. Even teachers of high 
schools may be asked to address meetings on some remuneration to be 
paid out of the profits of co-operative banks. Educative pamphlets 
should be fieely distributed among the i)eople. The objects of the 
pamphlets should not be mere dry speculation on investiiient. They 
should try to impi’ess on the j^ople ideas of sanitation, education, 
higher standard of living, scientific manuring of soil, opening of small 
industries, etc., for which the money saved by them will be properly 
utilised. I would even dai*e recommend the Government to spend 
something from its own coffers for such useful propaganda work. 

(f r) None have been opened here. 


m. 

The CMiintttM tlia Indiaii CHamber of Coniinarea^ Calciittai 

IHofatory Note. 

At the outset my Committee would observe that they have not 
attempted to deal with all the questions raised in the questionnairo/ 
They have endeavoured to focus their attention on a few outstandings 

22 
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problems in le^^ajcl to banking. In this prefatory note they have tried 
to present a binrs-eye view of the smirees of finance available to agri- 
culturists, industrialists — big and small, and traders. These sources 
may be stated as fallows : — 

AgricAiUvrists , — Indigenous bankers, professional money-lenders and 
co-operative credit societies. 

Cottaf/e indtistries- — Indigenous bankers. 

Small induHtrie.s . — Indigenous bankers. 

Internal trade, — Mainly indigenous bankers, supplemented to a very 
small extent by the Imperial Bank of India through the shroffs. 

Big industries, — AVith the excejition of the cotton industry, the 
other big industiies are largely in European hands. These are 
considerably financed by the Imperial Bank. Some of the 
Indian-owned industries exf»erieiice difficulty in getting adequate 
facilities fiom the Imperial Bank and have to seek the aid of 
indigenous bankers. ‘ 

Foreign trade, — Exchange banks. 

The Indian joint stock banks play only a small part in the money 
market, and that chiefly in lending nionejs on stocks and shares, hessian 
delivery orders, Government promissory notes, etc., as also in some 
remittance work, bill collection, etc. 

It is obvious that the indigenous bankers — by whatever names they 
may be called, e.g., village money-lenders, mahajans, shroffs, poddars, 
etc. — play the largest pait in economic development of the country 
through the masses and middle classes, and in the distributive trade of 
the country through the merchants and traders, big and small. 

The rates of interest charged by the indigenous bankers )nay be 
roughly stated to be as follows: — 

(a) To respectable merchants in Calcutta — 

(!) on hundis and purjas — rates vary with tlie market from 
2 to 9 per cent, 

(2) on khata peta, i.e., current account, and this is the 
largest medium of finance — 6f to 9 jrer cent, per 
annum. 

{h) To set‘ond class merchants, rates are usually 9 to 32 per cent., 
but there are some cases of rates going up to 18 per cent. 

(c) Agriculturists — there are various rates of which my Committee 
have no personal knowledge. 

My Committee have not got before them the materials on which to 
found an a<ourate estimate of the amount lent by the indigenous bankers 
in ;the province. But they have made an effort to form a workable idea 
of the extent of service rendered by the indigenous bankers in carrying 
on internal trade in the case of those commodities which are largely 
dealt in and which more or less have some connection with the Fort of 
Calcutta. This workable idea is based on the annual value of the trade, 
the number of months' consumotion for which stock is usually main- 
tained within the country, witnout being financed by the Exchange 
baiiks, and the period of * transit within the country. My Committee 
bave arrived at tne tentative conclusion that the total amount of floating 
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finjlince required for the important lines of internal trade in Bengal 
comes to about 46 ciwes of rupees, the amount being made up as shown 
in the table below. They would sug^sl here that an attempt should be 
made to determine to a greater exactitude the total amount of the trade 
that has to be thus financed. 


Commoviity* 


/Amount of 
fiiian:*<? neoessary 


Bs. 


(in rrores). 


Cot km i^iece-goods 

Wheat, oil and seeds, pnlse and rice, wbeat-flour an<l 
oil iiianufa(*tured in India 

Jute 

Tea 

Haidwaie and nietals 

Suf^ar 

Coal 

Other food, drink and tobaeco 

vegetable and mineral imported from Burma 
and foreign (ountiies 

Di'Ugs. ehemicals and medicines 

Vehieles 

Shellac 

Dyes and colours 
I’]le(‘ti i<-al goods 
(Hass aJui earthenware 
Pa[)er and stationery 
W^toM en gffods 
Gliee 

S]K'» ies 

M iscellaneous commoditie? 


12 


8 

6 

2 

2 

n 

1 

1 

1 

1 

1 

i 

i 

i 

i 

i 


i 

t 

75 


Total 


46 


This excludes the finance required by jute manufacturers, European 
merchants, export and import trade, industries — big and small — and 
other lines which are financed by the Imperial Bank, Exchange banks 
and joint-stock banks. Out of the said 46 croies of rupees only nliout 
2 (two) crore.s of rupees are advanced by the Imjierial or the joint-stock 
banka by tbe rediscount of hundis, etc. The jute halers are financed to 
the extent of about 50 lakhs by tbe banks. All the remaining capital 
is found either by private resources of the merchants or through the in- 
digenous bankers. My Committee have reasons to think that about 50 
jier cent, of this capital is found by indigenous bankers through khatu 
peta, hundis, purjas, etc., while about 50 jier cent., i.e., twenty-two' 
eroTOS, are found from the traders' own resources. Therefore, roughly 
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speaking, twenty-two crores of rupees are tound by the indigenous 
bankers when only about two crores are financed by the "joint-stock banks 
and the Imperial Bank. It may \\e noted that this excludes the amount 
necessary lor financing the various small industries which ai'e wholly 
financed by the indigenous bankers, as well as agriculture. 

My Committee would suggest that an attempt should also be mad^ 
to collcM't similar workable figures for sniali industries, cottage industries 
and agriculture. 

It is noteworthy, however, that several inroads have taken place in 
recent years into the domains of the indigenous bankers, specially affect- 
ing their resources and capacity. Chief among them may be 
mentioned — 

(I) the deposits attracted by the Exchange banks, 
deposits attracted by the joint stock banks, 

(S) remittance operations carried on by the Imperial Bank, 

(4) rostal Cash Certificates, 

(5) loans floated by Government and public bodies, and 

(6) stocks, shares and debentures of limited companies. 

Wliile considerable money has been drawn into these chanriels, no reci- 
procal or compensating advantage has heen conferred eitlier on the in- 
digenous bankers or on the sections of trade, industry, etc., which are 
financed by them. Noi’ has any system or oigonisation been brought into 
existence to take the place of the indigenous bankers even to the extent 
of such diversion. Neither has any attempt been made to link up the 
indigenous bankers with the modeiui banks or to strengthen llieii jjositioii 
ill any way. Thus the modern banking organisation, to the extent tha», 
it has grown up in India, has failed to vitalise those limbs of production 
and distribution that are fed by the indigenous bankers. This lia> 
adversely affected the distributive trade and tended to concentrate 
business into a few strong hands. It has similarly affected the growth 
and maintenance and development of small industries. 

There are several reasons which make it difficult for the indigenous 
bankers to be easily superseded by any modej^i machinery, l iie indi- 
geous bankers by reason of their close touch with, and personal know- 
ledge of, the debtors are able to deal with them in a simple intimate 
way, with or withoiit security, and in a manner to which the Indian 
public (which is illiterate or non-conversant with modern methtids) is 
accustomed. Furthermore, the indigenous bankers are able to deal in 
small amounts, on elastic terms of payment, etc., and wiihout forma- 
lities. The indigenous bankers are also found in all towns and villages. 
Their extinction or dep^letion will be harmful to the economic interests 
of the country. Means should be deirised to strengthen their position 
and utilise them as useful limbs in the economic constitution and for 
that purpose to link them up with modem banks. These Itanks should 
adopt an attitude of friendliness and co-operation with them. Where it 
is found uneeoiioimical to start branches of banks, the method of 
indigenous bankers acting as agents of banks should be tried. 

The indigenous bankem have not been ntiHsed by the Govemmant 
tm the purpose of demsiiing with them the recei]rts by post offices, 
relays, etc., who daily transfer money from the smaller to the b%ger 
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places thus increasing the need for curreiicy, and reducing the velo(‘i<y 
of circmlation. 

While the position of the indigenous hankers needs thus to ho 
stiengthened, it is necessary to remember that their resoun'es are nor 
sufficient for financing the building up of small or big factories vr their 
working. The extent of unemployment in the country, the low standard 
of living, the necessity for the spread of education, ih«* need for the 
adoption of better sanitary measures, all require the growth of industry. 
But this (»annot be heli>ed by the indigenous bankers due to paucity of 
resources, or by the Exchange banks t)iat exist for foreign trade, or by 
the Imperial and joint stock banks which give short ierni loans and 
cannot therefore be relied upon for help by the Indian industrialists, at 
least the smaller ones. For this purpose it is ne<*eHsary to brinr: into 
existence industrial banks. The machinery of the Department of Indus- 
liies should also be utilised to that end. The State Aid to Industries 
Acts that are in operation in several provinces can be suc(‘essful if the 
inherent defects therein are remedied. Firstly, the amount at their dis- 
posal is too small. Secondly, tlieir macdiinery is too intricate. Thirdly, 
their terms are too rigid. What is really needed is that the Depart- 
ment of Industries should he truste<l. and the amount that 
Government can allocate for the development of industries should 
be vested in the Board of Industries, so that the amount (‘au 
grow from year to year, tbie of the functions of tlie Board would 
l)c to act as a fair-sized industrial bank in each province. 
Government may even lend to the Boaid amounts out of their borrowings 
am! chaige interests thereon. Technical obje<*tioiis are usually raised 
by (Tovernment that Government must have full control over their funds, 
but obviously there is no strength in such a contention. Where the 
<[XH*stion is of such a serious nature as life ami death to the people, there 
is no reason why the Boards of rndustries cannot be trusted in the same 
manner as the Poii Trusts, Improveinent Trusts, Munn ipalities, etc. 
Blit it is not advisable to rely on boards of industiies alone. Industrial 
banks should be encouraged by Government. Goveiiuneiit’s policy of 
iiiaction in the past and the very fact that such banks aie not in opera- 
tion serve to show that a serious elfort is urgently required to be made by 
the Government in that direction. Tlie Government sliould even 
guarantee a minimum dividend at the start. 

In the inteiest of the agricultuiists, my Committee strongly urge the 
immediate establishment of land mortgage banks. These land mortgage 
banks should also have Government support and financial help in their 
initial stages. They are ne<*essary for the redemption of old outstanding 
debts of agriculturists, for promoting agricultural improvements includ- 
ing purchase of modern iinpleinents, manure and seeds, sinking of wells, 
purchase of lands, building of farm houses, etc. These banks should be 
able to make adequate provisions for long-term i*redit ranging from, say, 
5 to 25 years against sound securities to agriculturists. These land 
mortgage banks for agi iculturists should be liused on (‘o-operative prin- 
ciples and shoubl be conducted solely for the benefit of the co-operative 
community. Cases are quite frequent when people with good sei urity 
to offer in the shape of immovable proj^eidies find it very difficult to raise 
money thereon. This difficulty is expei ienced by all classes — agrienh 
turists, middle classes, professional classes, merchants, industrialists, etc. 
Separate land mortgage hanks should be started in towns for helping 
Bueh traders, etc. There seems to be a distinct advantage in starting 
land mortgage banks for the agriculturists on the co-operative system 
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anil we may refer to the report of the Baroda Land Mortgage Bank Com- 
mittee for this purjwse. But the land mortgage banks in towns and 
cities need not be on the co-operative basis. 

liust but not least is the necessity for increasing the joint stock banks 
or coinmercial banks. My Committee have depicted alK>ve the import- 
ance of the indigenous bankers. But they by themselves cannot satisfy 
the growing nt*eds of industrialists for tlieir working capital. Nor can 
they fulfil the requirements of advanoing large sums of money against 
stocks and shares, (hnernment piomissory notes, etc. which are very 
necessary for the economic development of the country. 

My Committee would also like to mention in brief here the method 
in which the Indian merchants engaged in the jute trade are financed 
at present. In view of the handicaps under which they are labouring, 
m>’ (/OiiDnittee would also make some concrete suggestions for providing 
a(le([uate financial facilities to tliein and for better marketing facilities 
of jute to ensure a better letuin to the cultivators. 

Out of the total import of about a crore of jute bales, about CO lakhs 
are imported by Indian merchants. The Europeans are able to get assist- 
ance from the Imperial Bank on hypotliecatiiig the stock of jute lying 
with them in their mofussil godowms. The Indian merchants engaged 
in tlie jute trade get no such facilities fjom either the Imperial Bank 
or any otlier bank. I'o iinance the si:xty or sixty-five lakhs of bales 
moved by the Indian jute meridiants from the mofussil to Calcutta, a 
sum of alK)Ut six c.iores of rupees is required. Deducting the advances 
by the Exchange hanks or Indian joint stock banks to the jute balers 
against the sloidx of jute in their godowus wdiicli at the maximum is 
not moje than 50 lakhs of rupees, the Indian jute merchants have to find 
about 54 crores of i-upees. From enijuiries made aniongst the members 
of this Chamber engag’ed in the jute trade, my Committee estimate that 
about a half of the total sum is found by the merchants themselves, 
whilst the other half is supplied by tlie indigenous bankers on the i>er- 
soiial security of tlie honowers. Some means therefore should be fo\md 
wdiereby the Indian jute merchants (‘an get adequate finance to carry on 
their liusiness. To aidiieve this purpose n)y Committee would make the 
fiillowing suggestions : — 

(a) Anangements for the supply of adequate finance through bank- 
ing organisation, e.g., (i) by granting special facilities to 
indigenous bankers to rediscount their bills drawn for the 
purpose of financing jute; (ii) the establishment of a bank 
Avhich should confine its activities mainly to the jute trade; 
and 

(h) The establishment of a jute market in Calcutta on the lines of 
the Sewui Cotton Market in Boml)ay, with ample warehousing 
facilities. 

XTniess and until there is a complete change in the management of 
the Imperial Bank the opening of branches by the Imperial Bank in all 
iiuportaiil jute centres w ill not serve any useful purpose. The European 
manager who comes into socual contact wuth his Euiopean clients is 
able to keep himself in touch wTth their affairs, but about the Indian 
merchants he knows very little and invariably looks upon them with 
distrust. 
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To ensure a better return to the cultivators, luv Conmiiitee make the 
following suggestions for improvements in the marketing of jute : — 

(1) Establishment of organised inaTkets on the lines of the Berar 
Cotton Markets; 

^2) The starting of co-operative sale stK*ieties on proper lines; 

(3) Standardisation of weight and measures ; 

(4) Fixation of definite standards of quality; 

(5) Educating the cultivators regarding the state of supply and 

demand for their produce and the necessity of regulating 
their production :H‘«*ordingly; 

(6) The establishment of a well-organised futures market on the 

lines of the East India Cotton Association of Bombay. 

With regard to the investment habit and attnudion of capital niy 
Committee would suggest that India should have gold standard currency 
as that alone will Jiave the elfe<*t of dec reasing the liabit of hoarding in 
gold. My Committee have no hesitation in stating Ihal the investment 
habit of the j)eople has suffered a selback due tc their want of confidence 
in the safety of their capital invested in industries which, due to the 
ruinous exchange ixdicv of the (lovernmeut and their studied apathy 
towards the growtli of new industries in India, are in a pie<‘ari(ms lon- 
dition. It is therefore at once imperative and essential tor the Govern- 
ment to embark upon a policy of protection to industries with a view to 
increase the purchasing jiowei- of the people and tlieir national income, 
and to attract to industries the dormant capital in the country. 

M. P. GANDHI, 

Sectcftiri/, 

135 , Caxxing Street, 

Calcutta ; 

77/ c Noveinher 1920, 


Part i. — Agricultural Credit and Credit Facilities for Small Industries. 

Jute is the most jmpoitaiit agricultural produce of this piovince. 
Out of about lOi million hales produced annually about six million liales 
are CTUisumed by the mills in Calcutta and the remaining four and half 
million bales are exported out of India, 

Question 1. (//7), (no, (/•), (ri) So far as the (ultivators of jute 

are concerned, they with the exception of the professional money-lenders 
ill the village never come into contact with any of the institutions men* 
tioned in sub-question {in) of Question 1, To tide over the period pre- 
ceding the harvesting of their crops the cultivators either borrow from 
the money-lenders or take dadan from the jute men bants wlii* li means? 
that they have to sell tiieir jute to the merchants who give dadan. 

Besides the cultivators, there is a large number of merchants engaged 
in moving the jute crop from the fields to the factory. These merchants 
are (a) importers, (6) balers and \c) shippers. The importers have pur- 
chasing agencies in the mofussil fmin where they buy jute from the 
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cultivators or the lotml small iiieichattls, assort it according to the stan* 
dards of (luality prevalent in Calcutta, and press it into what are known 
as kutcha bales. These bales are then sent up to Calcutta and delivered 
to the jute mills if a sale has been made to tnem or are sold to the jute 
balers in Calcutta. The jute balers reassort the jute according to the 
standards prevalent in the foreign markets, cut its roots and re-press it 
by machine-operated presses into what are known as pucca bales. The 
shippers are the intermediary between the balers and the foreign 
consumer. 

The total import of jute into Calcutta is on an average of the last 
five years about 105 lakhs of bales. Out of al>out 60 lakhs bales imported 
into Calcutta for local mill consumption about two-thirds is done by the 
Kinopean imi>ort^houses and about one-third by the Indian merchants. 
The pixmortion of jute imported by Indian merchants used to be much 
higher, but owing to certain unfair advantages which the European jute 
merchants get at the liauds of the European mill agents the trade is 
gradually passing into the hands of the European merchants. It will 
be out of place to mention these advantages here as the subject does not 
fall within the scoj)e of the enquiry of the Provincial Committee. Out 
of the forty-five lakhs liales imported into Cah utta for the export trade 
about forty lakhs are im]K)rted by Indian ni(?rchants. The European 
importers experience very little difficulty about the financing of their 
business. The Europeans are able to get assistance from the Imperial 
Bank on hypothecating the stock of jute lying with them in their 
mofussil godowns. 

The Indian merchants engaged in the jute trade get no such facilities 
from either the Imperial Bank or any other bank. The only facility 
that they get is advances against jute lying in tlie Calcutta jute press- 
houses. Such acconimodatioii on an average is not more than twenty- 
five lakhs or fifty lakhs of rupees at any one time. 

To finance the sixty or sixty-five lakhs of hales moveti by the Indian 
jute merchants from the mofussil to Calcutta, a <oMsiderable sum of 
money is required. The Indian importers get their money only when 
jqte has been shipped and bills of lading or railway re( eiy>ts are handed 
over to the mill or jute is actually brought into Calcutta and sold in the 
Hatkhola or Consipore market, llie total finaii<*e re<]uired by the 
Indian importers and balers cannot during the height of the busy season 
be less than six ciores of rupees, ^fhis figure is arrived at in the 
f ol low i ng ma mier : — 

The jute dealers and balers have to finance the jute — 

(a) lying in mofussil godowns pending assortment, 

(h) assorted jute lying in the mofussil awaiting shipment, 

(c) jute in transit either by rail or by Inland Steamship Company 

flats, 

(d) stocks of jute lying for sale in the various jute markets of 

Calcutta, such as Hatkhola, Cossipore, Fulbagan, etc,, 

(e) stocks of loose jute in the press-houses of the balers awaiting 

assortment and pi'essing, 

(/) pueca bales lying in the press-house godowns awaiting shipnieht^ 
and 

(i^) pucca bales lying in boats awaiting shipment by steamera* 
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The maximum quantity of jute thus held by the Indian jute mer* 
chants in all places mentioned above must be in the busy season alnmt 
sixty lakhs of mauuds. This at an avera^ price of Hs. 10 per mauiui 
is worth six ci*ores of rupees which is the aniount of floating finance 
required for carrying on their business. Deducting the advances by the 
Exchange banks or Indian joint stock banks to tlie jute balers against 
the stock of jute in their godowns which at the maximum is not more 
than 50 lakhs of rupees, the Indian jute mendiants Imve to find about 
five and half croi’cs of rupees. The W'hole of this sum is found by the 
Indian jute mercliants either from their own resources or through the 
help of the indigenous bankei*s. Fnnn enquiries made amongst the 
meml)ers of this Chaiiil)er engaged in the jute trade, my Committee esti- 
mate that al>out a half of the total sum is found by the merchants them- 
selves, whilst the other half is supplied by tlie indigenous bankers on 
the personal security of tlie borrowers. 

The shippers do not re^piire much finance as they draw bills on the 
mercliants to whom they have sold their goods and which bills they dis- 
count with the local offices of the Exchange banks. 

It Avill thus be seen that in the movement of the jute crop through 
Indians, the banks play very little part. Tlie Imperial Bank only makes 
advances to Euiopean jute merchants or grants cash credits to the jute 
mills against their stocks of raw or finished goods. 

vSome loan olHies in Bengal make advances to jute merchants Imt the 
part played by them is insignificant. Some means, therefore, should be 
fouiul whereby the Indian jute merc‘hants call get adequate finance to 
cany on their business. To achieve this purpose, my Committee would 
make the following suggestions: — 

{a) Arrangements for supply of adequate finance through banking 
oigunisation, e.g., (/) by granting special farilities to indi- 
genous bankers to i e-discount their liills drawn lor the pujpose 
of financing jute, {2} the establishment of a bank which 
should ( onfine its activities mainly to the jute trade and which 
should be predominantly l ontroiled and managed by Indians, 
and 

(h) the establishment of a jute market in Calcutta on the lines of 
the Sewri Cotton Market in liombay, with ample warehousing 
facilities. 

Unless and until there is a complete change in the management in 
the Imperial Bank, the opening of branche.s Uy the Imperial Bank in all 
important jute centres will not serve any useful purpose. The European 
Manager who comes into social contact with his European clients is able 
to keep himself in touch with their affairs, but about the Indian mer- 
chants he knows very little and invariablj looks upon them w ith distrust. 
The failure of a single Indian firm creates in the minds of the European 
manager doubts about all Indian firms whilst there is no such result in 
case of the failure of a European firm. 

Some banks make advaneeH to jute halers in Calcutta on the seoun^ 
of the stock of jute Ijdug their iute 

to shiiqp^rs, the bank collects the |u^o<^ds 
ad^dee may to the jufel 

eial facilities are availaMoy they witt 
as socm as'it is/purditi^ 
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'tlie market; sm‘h depression is most injurious to the interests of the 
cultivators. 

In Calcutta itself owing to want of financial facilities and proper 
storing accommodation, the jute merchants have to sell their jute as 
somi as it is ijriported. In Bombay, there are ample facilities for storing 
cotton in case the sellers w^ant to do so. All the warehouses are located 
in one centre where the whole of the cotton that is impoiied into Bombay 
by the cotton merchants is stored. The cotton market too is in the 
earne place where buyers and sellers meet together daily and are able to 
buy or sell cotton. No such facilities are available to the jute dealers 
in Calcutta though the volume of jute trade in Calcutta is in no way 
less than (hat of the cotton trade in Bombay. The jute that is imported 
intr> Calcutta for being sold to the balers is imported in the markets of 
Hatkhola, Cossipore, Ultadingi, Fulbagan and Shyambazar. The total 
storing capacity in these places is about 4 lakhs of bales. The godowiis 
me not well built and are not situated neai* each other. If a market 
w'ith proper w^arehouses can be established in Calcutta where all the im- 
ported jute can be stored, it will be a great facility to the buyers and 
sellei.s of jute. In case sellers elect to wait for better prices they will 
;i)e able to do so as the banks will find it easier to advance money against 
jute that is pioperlj" stored. 

Marketing of Jute. 

Question 2. (/) to {im) Unlike the cotton cultivators in Beiar, the 

juie cultivators very rarely take their jute for sale to the big jute centres 
such as Naiayangunge, Dacca, etc., and sell it to the Calcutta import 
merchants. They generally sell their jute to the pharya, a .small mer- 
cihant, who collects jute from the (‘ultivators and sells it to the imi)ort 
lumses. The phaiya for this purpose either visits the small villages or 
the hats where the cultivators bring jute for sale. In the absence of 
organ i.se<l markets, the pharya i.s a necessary link between tlie iMipoil 
•lioiises and the cultivators. He either employs his ow^n money for 
^carrying on Iris operations or is many times financed by the impoiters. 

The present marketing methods of the jute cultivators are extremely 
<'.rude. In selling their jute to the pliarya> j^ioper scales are not often 
cemployed. Only the tveight of the jute is estimated and payment is 
made on that basis. 

Besides, owning to lack of Jiieans, the i ultivators are unable to lurid 
back Iheii- crops for better prices. As scon as tlieir crops are ready, 
*they have to sell a great part of their j>rodu( e in order to pay their laud 
revenue, repay the loans taken from the jiioney-lenders and to purchase 
the necessaries of life. The result of this dumping on tlie market of 
a major jiortion of the crop during a short peiiod causes a depression in 
values. The jute market is always dull in the months of September, 
October and November when the crops are being marketed. It is only 
lifter the first rush is over that the arrivals of jute in the mofussil are 
fo some extent affected by the prices niling in the market. 

To remedy these defects and to ensure a better return to the culti- 
vators, my Committee make the following suggestions: — 

(1) Establishment of organised markets on the lines of the Berar 
Cotton Markets. 

4^2) The starting of co-operative sale societies on proper lines. 



(3) Standardisation of weight and measures. 

(4) Fixation of definite standards ot quality. 

(5) Educating the cultivators regarding the state of supply and 

demand for their produce and tlie necessity of regulating 

their production accordingly. 

(6) The establishment of a well-organised futures market on the 

lines of the East India Colton Association of Bombaj . 

To enable the cultivatoivs to market their cotton in a projier inaiiner, 
oigaiiised markets have been established in Berar under an Act of 
Legislature. These markets are controlled by market comniittees wheio- 
on buyers and sellers are eiiualiy represented. The principal features of 
these markets are — 

(a) All buyers are registered. 

(h) All brokers aie licensed and their chaiges fixed. 

(c) All scales and weights are certified ty the Market: Comiiiitlee. 

(d) "No unauthorised deductions by buyers froin the price agreed 

upon is allowed. 

(e) Latest market information is made tivailable to the ciiliivalors. 

(/) Sheds are provided where cultivators bring their cotton for sale. 

Cwing to the facilities obtainable in sucli markets moie and more 
cotton is brought for sale at these centres. In the case of jute no such 
facilities are available to the cultivators. Cases of mani]>u‘aiioii of 
scales and weights liy the small dealers are not un(‘ammou. False 
objet tions regarding the quality of jute are j'aised in case weaker advices 
arc leccdved fiom C^ilcuita before paMnent is made to the (uiltivators. 
All thevse defects can only be remedied by the establishment (.f pro])er 
markets. 

There are at present a few co-operative sale societies, but so far 
as the information of my Committee goes, they instead of working 
on co-oj)ei'ative lines are working like ordinary jute merchants. They 
make forward sales of jute to the mills in Calcutta and then deliver 
the same after purchasing in the mofussil like other merchants. Such 
methods are open to serious objections. Then^ is a great risk of loss 
in (use of an advers:^ movement of the market pending delivery and 
in fact some sale societies are rejiorted to have fared badly on thvir 
forward sales during the last few' years. 

My Committ?e, thei*efore, suggest that for the purpose of effectively 
marketing the produce of the cultivators, co-operative societies working 
on proper lines should be established in every jute (‘entre. Such jute 
centres are at present nearly one hundred in number. 

The co-operative sal? societies should collect jute from their members 
and sell it in the big jute centres. To enable them to advance money 
to their members, financial facilities secured on the stock of jute held 
by them, should through the agency of co-operative banks, be available 
to the co-operativ? societies on a reasonable rate of interest. Co-opera- 
tive marketing will mean a better return to the cultivators. 

Standardisatiati of weights and measures. 

There is at present a multiplicity of weights and measures in the 
jute districts. Owing to tha difference in weights and measures, it 
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is very difficult to compare prices ruling- in different centres. The 
cultivators for this reason are never able to know whether they are 
getting the same price that the cultivator in some other district is 
getting. To do away with this difficulty, we suggest that the weights 
in all centres should be standardised. 

Absence cf definite standaitls of quality. 

Owing to the absence of definite standards of quality in the jute 
trade, the jute mills in Calcutta are so able to manipulate the standards 
that there is a sudden fall in the priee of juie. The various grades 
in \xs3 in the Calcutta market are nowhere defined. The quality of 
jute to be tendered against each grade varies at the will of the buyerSi 
Suppose for instance, the grades are known as l"s, 2's, 3’s and R’s and 
the price for them is Rs. 12, Rs. 11, Rs. 10 and Rs. 9 per mauud 
respectively. After huying some jute, the mills stop buying No. 1. 
In the absence of l)usiness for No. 1 grade, sellers begun to tender the 
jute that they tendered in No. 1 against sales of No. 2. This means 
that the standard of measure appreciates and this is tantamount to 
increasing the length of a yard. Ink? this No, 2 also disappears after 
some time. It was like this that the grade R\s became the top grade 
last y?i\v, A chang-e was made again this year. Sellers were g-iven 
to understand in the beginning of the season that rej-ections will be 
the bottom grade, but it has already appreciated so much that quite 
good jute is tendered against it. This manipulation means a loss of 
several crores of rupees to the jute cultivators. 

Regulation of supplies. 

This is a most important question from the agri(‘ulturists’ point of 
view. In the season 1925-20 owing to unfavoural)le weather, the jute 
crop was exp3(*ted to be a very short one. Thi^ price of jute soared 
up to Rs. 140 per hale. The cultivators expeiienced a sort of unpre- 
cedented prosperity. But the very next year they produced a l)ump3r 
crop. Prices came down from Its. 140 to as low as Rs. 55 per bale. 
Inspite of th? fact that the crop was a big one, the cultivators on the 
wlude got less than what they got with a short crop. The 90 lakhs 
bale crop must have b?en marketed at an average piice of Rs. *100 
per bale which means a total of ninety crores of rupees. The 125 
lakhs crop could not have lieen marketed at a price above Rs. 60 per 
bale. The total return therefore was 72i crores. During the last 
tha'ee years, cultivators have been producing jute in excess of actual 
requirements of the w’orld. The (-onsumers have been able to stock 
in their godowns jute enough for several months consumption. Due 
to this, they are in a position to keep out of the market wdien the 
(Uiltivatois are most anxious to sell. If the production of jute can be 
scientifically controlled, th^re is no doubt that the cultivators will be in a 
position to get much more for their produce than w^hat they are getting 
now, 

Futuris markets. 

The establishment of a futures market in Calcutta for dealings in 
jute on the lines of the New York Cotton Exchange and the East India 
Cotton Association of Bombay will confer a great benefit on the jute 
cultivators. The ?stablishment of such markets ensures greater 
facilities to buyers and sellers of jute. They make it impossible for 
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any one section of the trade to combine. Before the establishment 
of the New York Cotton Exchange, Liverpool used to contit)! the 
price of cotton which iit not so now. The v^i-y fact that the I,ondon 
Jute Association and the European interests in Calcutta are decidely 
opjposed to the establishiinent of such a market goes to pn>ve that it 
is in the interests of the cultivators to have such a market. 

{mii) to {.mi) The existing facilities for internal remittance avail- 
able to the public consist of : — 

(1) Bank drafts, telegraphic transfers and chequss. 

(3) Darshani bundles and inuddati hundies. 

(3) Postal money-orders and telegraphic money-orders. 

(4) Remittance under registered and insured covers. 

The use of cheques, drafts and telegraphic transfers is limited only 
to big towns and cities where banks in existence offer such facilities 
and the commercial community is sufficiently advanced to avail itself 
of the same. 

By far the most important means of internal remittance among 
Indian merchants consists of darshani and muddati hundies and cross 
transactions, but these are not availed of in this province to the extent 
that they are in other provinces. 

Different classes of hundies in vogue in this ])roviuce are — 

(1) Dai'shanv hundies or sight bills payable to liearer or ordei' on 

demand (shah jog and dhuni jog). 

(2) Muddati hundies or usance* bills. 

My Committee b?g to suggest that the reduction of stamp duty 
on muddati hundies and standardization of the forms of hundies 
printed in different languages on stamped paper will greatly help in 
popularizing them amongst the trading classes. The abolition of duty 
on cheques and demand bills has no doubt resulted in the increased 
use of these and my Committee feel sure of similar result in the cas® 
of usance bills, if the stamp duty is reduced, if not abolished for the 
present. 

The existing co-operative credit societies can also help a great deal 
in the matter of internal remittances, if they were to open accounts 
with each other and adopt the use of demand drafts and sight bills 
to a large extent for the purpose. The indigenous bankers have been 
doing all that they (‘an in this direction but the difficulty of discount- 
ing and rediscounting such bills stand in their way. 

Facilities for discounting and rediscounting hundies are not what 
they should be, as mentioned above. The indigenous bankers should 
he provided more facilities for i-ediscounting their hundies l>y the 
Imperial Banks of India and other joint stock banks. 

The banking habit being insufficiently developed and the number 
•of Indian joint stock banks being small, the use of railway receipts, 
warehouse owners’ receipts, bills of lading and other documents of 
title to goods for advances is comi»ratively small and there is great 
room for increasing their use. The establishment of licensed ware- 
htousesi in trade centres and near the railway stations will also creatly 
help the traders to store their goods and make use of the receipts for 
(taking advances against them. 
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Land mortgage banks. 

Question 4. There are no land mortgage banks in this province 
for providing long-term credit, and my Committee strongly urga the 
immediah* eKtablishnient of such banks. These are necessary for the 
redemption of old outstanding debts of the agriculturists contracted 
at very high rates of interBst, and for promoting agricultural improve- 
ments including purchase of modern implements, manure and sseds, 
sinking of wells, punvhase of land, building of farmhouses, etc. These 
banks should advance money for a period ranging from 6 to 26 years 
against the security of land and landed properties to agriculturists. 

(lovernment should provide to these banks th?!! initial capital. 
After these banks commence working, they will raise their working 
capita] by issuing debenture bonds which the Government should 
guaiantee, and by receiving long-term deposits. Gradually as the 
banks get established, the initial capital provided by the Government 
will form only a small part of their total working capital. In the 
initial stage thc^ Government should give a subsidy to the banks towards 
their working expenses. ' 

The banks should be f»f co-operative nature and should be so con- 
stituted that each borrower must invest a definite portion of his bonow- 
ings in th * shares of the banks. When a certain limit of the borrowers^ 
share capital is reacdied all fxirtlier share capital should be thereafter 
utilised to repla<‘e the Government money. In the initial stag’'?s the 
Government may nominate a few persons on the directorate of the 
hanks while others may be 'elected by sbarediolders and lK)nd-holders. 
The iepresentatives of this latter class should increase in jiroportion 
to the incremrmt of the share capital in these l)anks. 

Tb:* repayment of loans by the liorrowers should be by amortisation, 
to enable them to pay the same out of their savings. The rate of 
interest charged should not be more than one or one-half per cent, 
higher than the interest paid on debentures. Tins differen<‘e sliould be 
able to cover the bank’s working exp?ns?s after the banks have been 
’a few years in. working and are systematised. It is desirable^ that the 
bonds of these banks should he included in the list of trustee securities. 

The Committee also recommend that land mortgage lianks should 
be established in towns for the benefit of merchants, traders, middle 
class people, etc., who, at present, cannot raise any money on the 
security of iheir land or buildings, from the joint stock lianks. Such 
land mortgage banks need not be on the co-operative basis like the 
land morigage bank for the agricnlturists. 

Qu6stion 5. The total indebtedness of the agriculturists of India 
has been estimated at between 600 and 800 crores of rupees. Wliatever 
it may be, the fact remains that speedy measures must be devised for 
increasing the credit facilities to them, and an attempt to estimate 
such indebtedness more accurately will in no way help in devising the 
ni’enns for such facilities. 

Question 6. There are a large number of small and widespread 
cottage indtistries in Bengal such as hand-loom weaving, hand- 
spinning, brass and bell metal manufacture, soap manufacturing 
industry, tanning industry and others like bamboo basket industry,, 
butfon industry, glass manufacture, horn industry, paper industry, 
rope-making, umbrella-handle making, sugar-manufacture, dairy 
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farming, etc. The hand-loom weaving industry is the most valualde' 
and important cottage industry of Bengal. There are ai'eas where* 
practically the entire population is dependant on haii<l-l<M)in weaving 
and subsidiary occupations as their principal source of livelihood. Due 
to the spread of the movement for purchase of swadeshi cloth, the 
hand-loom industry is making headway and consumes more and more 
of mill-made, hand-spun and foreign yarn. 

(/?') The Department of Industries should be able io assist these 
industries in several ways, for e^xample, by giving them financial 
help, by teaching impmved methods of w^orking, by demonstration, by 
preparing estimates for manufacturers, by getting information regard- 
ing cost of production, etc., from foreign countries, by providing better 
markefingl facilities, etc, 

(in) The various cottage industries enuineiated above and others 
whi<li exist in the provinc'^ can, as found suitable <o individual cir- 
cumstances, h? brought into aid by the farmers to augment their 
income and to provide 'employment to them during periods when 
labour is not necessary on tlie farms. The industry which easily 
suggests itself to my Committee for providing employment to the 
farmers during seasons when their labour is running to wasi\ is the- 
band-loom weaving and haiid-spinning industry. Such supplementary 
income is alisolutely necessary in India where the earning of the* agri- 
cultiirists from land is veuy poor. For strengthening and improving 
the ecoiioniii* condiiion of the raiyats, it is necessary to induce tliem 
to make use of the time in some su<*h enterprisers which rettuire no* 
heavy outlay of capital and which f‘an be carried on at home. 

(ir) The working capital for such enterprises can be provided by 
co-operative societies. 

Question 6A. (/) Small industries like oil mills, rice mills, jute' 

pi?sses, flour mills, hosiery manufactures, saw mills, metal works, 
foundries, tanneries, etc., which are neither supyilemental to nor con- 
nected with agrirulture, are finam*ed at present eith6u* by capital owned 
by the proinoiers or by the indigenous bankers. So far as my Com- 
mittee are aw^are, of the 80 lakhs of rupees of capital employed by 
rice piills in Calcutta, not even one lakh is provided by llie joint 
stock banks. The Imperial Bank is unable under its present constitu- 
tion to make loans for a period longer than three to six months. The 
^*xamx>ie of the rice mills may be consider'^d illustrative of the various 
small iiidnstries existing in the province. 

(//) My Committee would suggest that better financial facilities for 
such industries should be provided without any fuHher delay and to* 
that end, recommend the establishment of industrial banks in the 
absence of which not only their progress in ordinary times is hampered, 
hut their very existence is imperilled in times of crisis. The fixed 
capital necessary for starting the industries may be found by the 
owners but with regard to the working capital, industrial banks must 
come to their assistance. On various occasions, these small industries 
have to close down or to nin at a loss hecaus^ the working capital neces- 
san- for them is not availahle. My Committee would emphasise here 
that the problem of the small industries should not be neglected as 
the salvation of India lies in the development of many stub small 
industries in different parts of the country. 



352 


QutStiOfI 6B. (/) As far as tlie infornjation of my Committee goea, 

the facilities existing in Calcutta for obtaiiiiiig loans by peopl3 who 
:are not agriculturists, that is, by small traders, clerks, middle class 
gentlemen, etc., are — 

(1) Pawn shops or loan offices advancing against jewellerj% furni^ 

ture, etc. 

(2) Smsill merchants or poddars advancing only against gold and 

silver and on rare oc(‘asions on personal security. 

(3) Mirzapurees or up-country men advancing small sums to 

gowalas, jamadars and small dealers. 

(4) Kabulis. 

(ii) The purposes for which they generally borrow are too numerous 
to be detailed here but it may be observed that the loans are taken 
generally for — 

(a) tiding over periods of unemployment which is greatly 
increasing, especially amongst the middle class?s, of late, 
due to the deprassion in the various industries as a result 
of the unsympatheti<* Government policy in regard to 
currency and industrial development, 

(h) for occasions like marriage and other ceremonies, and 

(c) for sicknesses, etc. 

The rate of interest paid by them varies from 18 to 300 per cent. The 
rate of interest for secured loans is generally slightly lower than that 
of unsecured loans. 

Amongst the lenders of money mentioned above, the activities of 
the Kabulis, owing* to reasons set forth below, require to be suppressed 
by law. Not only do they charge an extortionate rate of interest which 
■sometimes is as high as one anna per rupee per day, but in the collec- 
iion of their advances they employ most cruel, revolting and torturous 
methods. To comjiel the survivors of a debtor who is dead they even 
go to the length of (ommitting sacrilege on the dead body of tbeir 
debtor. This is very repugnant and should be put a stop to. 

Part II. — Indigenous Banking. 

Question 1. The indigenous bankers transact the following kind^‘ 
of business : — 

(а) Keceiving deposits on interest. 

(б) Keeping valuables in safe custody. ' 

(c) Advancing money for fixed periods on security or without 
security either on promissonr^ notes, muddati Lundies or by 
discounting bundles. 

{d) Giving loans on current account or khata peta. 

(a) Effecting remittances by giving bundles drawn on persons in 
otber places. 

(/) Dealing in bullion, piece-goods or hardware. Generally bo 
combines bis banking business with some otber business. 

4,g) Acting as commission agents or cballaniwallas for the merchants 
in the interior. 
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QlitStiOil 2« They render ver>* substantial help to the trade of the 
city of Calcutta as well as the interior of the province of Bengal. 

They advance money to tradei's on luindies or rediscount hundies. 
They finance trade very substantially as challaniwallas or couimission 
agrenis. XTsually they buy goods in Calcutta for cash and despatch 
jthem to the interior. Where payment is made by the traders in the 
interior immediately on arrival of th? goods, the challaniwallas have 
only to finance during tha period of transit of the goods from Calcutta 
to the station in the interior. Bxit generally they give long credit 
to the traders up-country. The traders up-country in their turn give 
credit to their buyers who may be agriculturists of the place or retail 
dealers and personally known to tli\.Mn. Th?y play an equally important 
and useful part in financing trade from the interior to Calcutta. The 
indigenous bankers provide facilities for remittance of money to and 
from Calcutta through the medium of hundies drawn on them from 
the interior, or hundies drawn by them on their agents in the interior. 

Question 3> While it is almost impossible to give accurate statisti- 
cal information as to the capital and volume of business finau(*ed by 
indigvenous bankers, my Committee have estimated that the finance 
provided by them is not less than 22 erores of ruppes for Bengal. 
Some idea of their usefulness can be obtained from the fact that banks 
finance practi(*ally nothing of th? exports from Cah'utta to the interior. 
All this trade is financed by ilie challaniwallas or traders of Calcutta. 

Almo.st all the hundi?s rediscounted with the Imperial Bank and 
other joint stock hanks bear the signature of shroffs. The? amount of 
the hundies re(H.s(‘(mnted hy th:^ indigenous bankers in the hanks is 
only a very small fraction of the loans mad? by tlitmi to mcrcdnuits. 

The indigenous hankers help each other. They lend money to eac h 
other on khata peta and their relations are geiv^rally friendly. They 
have got to he in good offices with the Imperial Bank with which they 
rediscount their hundies for larger amounts than with any otlier l>ank. 

The other joint-stock hank.s also rediscount their hundies but to 
a negligible extent. The bunks are also their rivals, because Ixefore 
the clevelopment of joint stock banking the indigenous bankers had 
lai^e amounts deposited on current account with them.. These amounts 
are now largely transferred to joint stock banks and foreign exchange 
banks which have in this way become their rivals. On the other hand, 
these banks are generally not inclined to advance money to shroffs on 
rediscounts. 

These indigenous bankers ar? able to manage their business cheaply, 
are very economical in their mode of life and put in a good dc^al 
of personal labour. In many shroffs firms, a number of meml)er8 of 
tKe same family work for-long hours at their business. 

While the Imperial and other joint stock banks have made inroad.s 
into the business of the shroffs by attracting deposits at lower rates of 
interest and investing on first class security and thus weakened their 
ability to finance trade and industry, they have not been providing 
facilities to the business community to the same extent and on the 
same easy terms that the shroffs do. The shroffs take a personal 
interest in their business and possess a close knowledge of the business 
of their clients. They are also socially in touch with the business 
cominunity. The Imperial Bank which stands at the apex of the 

23 
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banking system of the eountry and which, .<m Ticcount of its special 
position as Government banker, commands the widest confidence, is 
more out of touch with the Indian mercantile community than any 
other banking institution in the country whether indigenous, or joint 
stock, foreign or Indian. 

Even the foreign ex(*hange banks are in closer touch with the busi- 
ness community than the Imperial. They are more liben^l in their 
dealings with their clients than the Imperial. To help the foreign 
trade, they are prepared to give credits and make advances to 
merchants engaged in foreign business. Sometimes parties whose 
proposals for financial facilities are turned down by the Imperial Bank 
receive accommodation from the Exchange banks in their foreign 
biisiness. 

Most of the executive posts in the Imperial Bank ar? very largely 
filled by foreigners who do not possess an intimate knowledge of the 
Indian people and their ways. As the bank gets large funds free of 
interest from Government and ihtis is able to show large earnings, 
its officials unlike those of other hanks, adopt a very ligid policy with 
regard to accommodating trade and <‘ommerce. If the Imperial Bank 
were to become a little less rigid in its way of business and were to 
take an interest in the clevelopment of the business of the shroffs, it 
can render very valuable assistance to the cause of the advancement 
of banking. , , 

Question 5> The indigenous hankers advance loans on (1) promis- 
sory notes, (2) muddati hundies, (3) khata peta or current account — 
(4) rediscounts. I’romissory notes are i)a,vable on demand. The 
period of usano? of muddati hundies is generally CO days and sometim<is 
90 days from the date of di-awing. Moneys advanced on khata peta 
are payable on demand. The rate of interest charged on khata peta 
accounts varies from six and three-fourths to 9 per cent, per annum. 
The rate of interest on promissory notes or purjas is generally from 
two to nine per cant, accoidiiig to the conditions of the money market. 
The rate of interest on muddati hundies varies widely according to 
the standing of the borrower and the condition of the market. It 
ranges from four to 18 per cent. Hundi transactions are gene;wllx^ 
arranged by hundi brakers on whose reports the shroffs place consfder- ' 
able faith. Sometimes the smaller shroffs go out themselvies to make 
enquiries and lend money after pei-sonal enquiries from friends and 
biisiness competitor.s of Iwrrowers. During the period of the loan they’ 
make enquiries from time to time and as they are themselves Verj' often 
engagied in commission agency business and deal in most of the 
important commodities of trade, they manage to keep themselves ,, , 
well informed of the position of their borrowers. They are thus .^pl^ ' 
to advance loans to reliable persons and firms though they may phsli^^" 
small means. The Imperial or other joint stock banks couW ' 

bring themselves to deal with the small traders with whom the shroffs 
deal. Many a small traders are thus enabled to Iwrrow money on 
their personal liability which they could never get even with some 
security from a bank. 

At present the indigenous hankers or shroffs cany on their business 
very largely with their own funds. With the growth of banks in big 
centra, money that would have been deposited with shroffs is now 
beiiMT deposited with hanks. Shroffs have generally got branches in 

mofussil where they still get deposits. Another method by whicK 
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tlisy get funds is by redisceiinting the bundles against which they have 
advanced money. The bundles are largely rediscounted with the 
Impdnal Bank. One or two Indian joint stock banks also rediscount 
bundles for limited amounts. The rate of interest paid by shroffs for 
money borrowed by them is generally low. The highest rate is about 
the rate of rediscount of the Imperial Bank. Shares of joint stock 
companies. Government securities and Postal Cash Certificates ar® 
generally growing to l)e formidable rivals of 8hn)ffs for the attraction' 
of surplus funds. Surplus money which formerly used to go toi shroffs 
and through their medium to flow out for financing trade and industry 
is now being diverted to different channels and some of it which is 
invested in Government and Post OflSce securities does not become 
useful for the benefit of the indigenous trade and industry. 

My Committee are not averse to Government borrowing moii'ey for 
its requirements from the country. In fact they have been strongly 
opposed to foreign borrowing and have always advocated Government 
giving opportunity to Indian investors to invest in Government loans. 
What they would like to point out here is that the Government must 
feel a corresponding obligation towards the Indian agriculturists, 
traders and industrialists who are producers of national wealth and 
for helping them should introduce proper banking organisation. 

Question 7. Not only is there no prejudice against indigenous 
banlwt’s, but they are considered to be veiy useful to the business 
commxinity. They conduct their banking business on absolutely 
sound lines. 

Question 10. The indigenous bonkers are not able to meet all the 
demands for accommodation due to lack of funds. Some of the reasons 
why deposits with thtun have been diminishing are stated above. 


Part III. — Investment Habit and Attraction of Capital. 

Question 1. The existing institutions for encouraging savings and 
invegtment habit aie — 

(1) Postal Savings Banks and Cash Certificates. 

(2) Joint stock banks and companies. 

(3) Savings bank departments of joint stock banks. 

(4) Co-operative societies. 

,, j(5) Loan ofiices. 

' ^ j(6y Insurance companies. 
j Indigenous bankers. 

Postal Savings Banks are generally used by salaried, and poorer 
cAasses of people, while the agriculturists’ savings and inves^ents, if 
any, are deposited with the co-operative banks and societies, loan 
offices, or with the indigenous bankeni to a small extent. 

Joint stock companies and banks derive their funds mainly from 
the middle and rich classes. 

The hanking facilities provided at present in mofussil are insuffi- 
cient in proportion to the needs of the people of the province. They 
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could be considerably improved by eneoura^ring the indigenous bankers 
and the co-operative societies. 

The slow growth of savings and investment habit in India is due 
to there being a very meagre margin between the average individual 
income and the cost of living. (Shenerally no saving is left at all. On 
the contrary in many a case, specially that of the agriculturists, the 
p«)sition is quite the reverse and instead of saving they are left in 
debt from year to year. 

Another reason of the slow growth of this habit is their illiteracy. 
Due to illiteracy tliey are not in a position to utilise the post-office, 
banks, iiisuraiue companies, or similar institutions, advantageously. 
The growth in this habit will increase with the growth in edxieation 
and literacy. 

Much is talked alxmt the hoarding habit of the Indians, and 
vaguely too. But on considering the import of gold in India during this 
century the average comes to only a little over 8 annas per head per 
annum. Whatever habit of hoarding gold there is, will autoniatically 
decrease when confidence is inspired in the minds of the people by 
gold currency in actual cinmlation. 

Another reason why Indian capital is so shy is due to the Govern- 
ment’s ruinous exchange i)olicy and studied apathy towards the 
industries in India. These are in a precarious condition and people 
have no confidence in them and they will not fe-?l safe with regard U) 
the money they may invest in such industries, unless ilie Government 
embarks upon a policy of protection to ensure their development for 
the welfare of the eountiy. 

QllWtion 2« Postal Cash Certificates are convenient and popular 
amongst the educated middle classes. The rat^s of interest are sufli- 
ciently high for attracting deposits and from the point of inculcating 
the habit of investment, they need no revision. 

There is no doubt that these Postal Cash Certificates competis with 
the indigenous bankers and joint stock banks due to their attractive 
rates of interest. 

Qu^tions 4 and 5. The cheque habit is growing, thougli slowly. 
The abolition of stamp duty has considerably encouraged this habit. 
This habit would receive further encouragement if banks would accept 
the principal vernacular scripts for cheques, pass-books, paying-iu-slips 
and other allied documents, and also if banks could adopt measures 
for effecting quicker payments of cheqties, and at times be less rigid 
regarding the working hours. My Cominittee favour the idea of paying 
Government seiwants, employees of banks and offices by cheques when 
suth payments amoxint to lls. 100 or over, as they are sanguine that 
this will tend to develop the banking habit and thrift. 


81 « 

The Bengal Chamber of Commerce. 

Part I. — Agricultural Credit and Credit Facilities for Small industries. 

Question 1. (i) By ''agriculturist’’ it is presumed that the raiyat is 
ffieant rather than those engaged in, for example, the tea industry. 
So far as the raiyat is concerned, the Chamber is hardly in a position 
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to give first-hand information beranse ordinarily members deal not 
direct with the raiyat but only through the middleman. Generally 
speaking, and particularly in the case of the jute districts, the raiyat 
is now in a position to hold up his crop for a price ; and this being so, 
he has funds in hand to help him in his ordinary finance, certainly to 
a greater extent than was formerly the case. 

Question 2« (i) In dilfeient cases different methods are carried out; 

sometimes, for example, the raiyat markets his crop himself, and some- 
times he does it through a middleman. As indicated in the preceding 
answer, the general w^ealth of the raiyat has considerably increased 
within recent years, so that he is l>etter able now to hold iij) his c'rop 
for a higher price than he was ten years ago. 

(//) In the opinion of the Chamber the fi-ee flow of trade is much 
to he preferred to the formation of pools. A notorious instance of the 
injurious effect of siu*h pools on the general population is to be seen in 
tJie position (»f some comniodilies in the Calcutta bazar at the present 
moment : some aspects of trading conditions in this market have recent- 
ly been attracting considerable public attention on account of the hariu 
done by the pools. 

{Hi) There are such societies in Bengal. The Chamber understand 
that they are (‘onstituted under the (yO-operative Societies Act and 
financed partly by (‘apital subscribed by members of the society, and 
partly by loans from the Imperial Bank of India and the indigenous 
banks. It is believed that they do not exjierience difficulty in olitain- 
iiig sufficient funds provided they have security to offer. 

(ir) and (r) There is no material difference in principle. In the in- 
land section of the trade the railway receipt takes the place that is 
taken in tlie foreign trade l>y the bill of lading, and advanc^es ai*e 
obtained on the railway receipts from established banks and indigenous 
bankers. 

(ri-h) The upcounijy markets are now in receipt of the most com- 
prehensive information regarding the prices of commodities, and the 
jKisition is such that the cultivator always get.s a full prite for hiB 
product. In the case of agricultural produce the Chainlx^r does not 
know of any instance where the juice is controlled l>y a single organi- 
sation ; the iniiuber of competing purchasers is always in itself a fac tor 
which keej)s prices at their natural level. In the case of jute, for 
example, the price in liOiidou is cominonly lower than the equivalent 
price in Calcutta and the jute-growing areas on the same day, a jiosition 
which is due to speculation in Calcutta and in London, with weak hold- 
ers anxious to unload their stocks, and similar causes; and large con- 
suming interests at home do their purchasing there instead of establish- 
ing an agency here for the juirpose. These facts ail indicate what has 
been stated above, that on any particular day the cultivator gets the full 
world value for his product. When there is a sudden droji in the 
market the person who loses in the first instance is the middleman, not 
the raiyat. 

With regard to the last sentence of the question, the Chamber baa 
no observations to make l)ecause, as they have said, the raiyat always 
obtains the full world value for his produce. 

(vii) The main reason for the lack of banking facilities in many 
districts is the absence of suflScient business to attract the banks; in 
other words, the banks will always go where therel is business for theni. 
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As things are, definite standards do exist but it must be admitted 
that it is difficult to conceive of pmctical riieans whereby such standards 
will be observed — a position which prevents the banks irom giving 
advances more freely than they do. 

' (viii) The Imperial Bank sends remittances to wheiever there is a 
branch of the bank and in addition to this it is possible to make remit- 
tances through the post office. In many areiis in the country, however, 
the main channel for remittance is the bania's hundi. It is of interest 
to note in this connection that according to the report of the Controller 
of the Currency for 1928-29, the proportion of the finance for the jute 
crop remitted through Government and the Imperial Bank is approxi- 
mately only 40 per cent, of the total. 

{iT) Speaking generally, the main defect in the existing system is 
the expense of remitting in outlying districts, and particularly 
where there are no banks. It is natural that an increase in the bank- 
ing facilities w'ould cheapen remittance. The most obvious suggestion 
for imiirovement is therefore the extension of internal banking, but 
meantime every possible facility should be given to encourage and to 
cheapen other methods of remittance. The chamber still considers 
that it was a mistake tor the Government of India to amend the Cur- 
rency Notes (Refund) Rules of 1921, as they re(*eutly did, with a view 
to discouraging, while not entirely pi*ohil)iting, the i>ractice of cutting 
notes. The Government of India themselves recognised that exception 
could be taken to the ainendinents they proposed on the ground that the 
risk of remittance by post would be increased, but they considered that 
the public would not l>e seriously inconvenienced it notes were never 
cut for remittamve by post in view of the facilities for cheap remittance 
available through Government and the Imperial Bank. It is true that 
(ommercial opinion throughout India is not unanimous on this subject, 
but unanimity could hardly be expected in view of the fact that condi- 
tions of trade vary in different parts of the country. And only two 
years ago the Chamber recorded the opinion that, so far as regards the 
area in which members of the Chamber are concerned, the system of 
note-cutting definitely is a convenience and an advantage, as the facili- 
ties for remittance made available bv Goveniment and the Imperial 
Bank have not yet ieache<l a stage so advanced as to enable merchants 
and bankers to dispense with the practice of cutting. The new rules 
make it definitely more diffiiuilt to obtain refunds in respect of lost 
notes, a fact that of course inevitably reacts on the cost of remittance. 

(;r) The part played by negotiable instruments in the internal trade 
of the province is represented by the hundi dra\cn by the upcountry 
bania on his agent at the port. 

(ivi) To overcome the cost of the duty, a system has been evolved 
w^hich in fact does avray with bills. A bill has to l>e met at a certain 
date, and it has been to a large extent ousted by the Purjn, which can 
be paid at any time. From the point of view of a l>ank the bill is the 
more satisfactory instrument, the disadvantage of the Purja being that 
it is not a negotiable instrument, and for this reason it is possible that 
a I'eduction in the duty on bills might possibly lead to their more ex- 
tensive use; but it is not easy to affirm definitely that it would do so. 

(afiii) To make the use of standardised forms compulsory would, 
in the opinion of the Chamber, interfere with the use of hundis, as 
the document would, by being standardised, be deprived of the personal 
character which ivS a marked feature of the hundi. 
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( 3 ^v) There is attached hereto a copy of a letter 35 o. 1*245 (not 
printed) which the Chamber had occasion to address to the GoA'erninent 
of Bengal^ Conuneree Department, on 2‘ird December 1924 with 
reference to a proposal for the consolidation of the law relating 
negotiable instruments. The letter dealt wuth the subjec t luoadlx , Imt 
it may be of interest to the Enquiry Committee. 

Mention may further l)e made of a recent < ase in the Civbnitia Iligh 
Court, in which it was held tliat an inland bill is a l>ill xvhich is pay<* 
able in India irrespective of where it may have been drawn. This 
decision is curitraiy to the interpretation tliat has hillierto been put 
by bankers and merchants on the ynovisions of seidion M of the Act, 
their vievr being that tlie .se(*tion provides two necessary (conditions 
for an inland bill, namely, that it should be drawn or ma<le in British 
India and that, when so drawn or made, it must either be drawn on 
a resident in British India or be payable in Britivsh India. An apj>eal 
was not taken against tlie decision, but it emphasised the iie(‘essity 
of amending the section in the Act. 

"Again, in a case some years ago in tlie Bombay High Court, con- 
cerning a hiindi payable to hearer, it was lield that the negotiability 
of an instrument payable to bearer might be restricted by endorse- 
ment. Following on this case Chambers of Commej*(‘e have for some 
years piesised that the law should be amended to provide that negoti- 
able instruments expressed on iiie face as drawn to liearer should not 
lose their character as bearer instruments on account of their having 
l)eeu endorsed, tliis position representing what had hitherto been the 
ordinary coinmercial practice. A Bill to this effect was brought 
forward by the Hoirhle FinaiU'e Member in the Assemlilv at the last 
yimla session, and a motion that it should lie referred to a Select 
Committee was defeated, one of the giounds apparently being that the 
subject should l>e postponed jK*nding the report of the Banking Enquiry 
Committee. 

Another cliange which the Chamber would like to see made has 
referen<‘e to the eridorseinent of deiiiaiid drafts drawn by one bnuich 
of a bank on another branch of the same bank so as to provide proterv 
tioii to the bank from liability where the endorsement is afterwards 
found to be forged or without authority. The law in this count ly is 
doubtful as to whether such protection is in fact afforded, and a llill 
lias recently been introduced in the legislature by (ioveinment to 
extend this protection to banks. 

(mr) The Chamber is of opinion that a system of licensed w^are- 
Jiouses sucli as that referred to would not work satisfactorily in India. 

(The remaining <|uestions in this section and also section lA relate 
mainly to matters whicli do not come under the direct observation of 
the Chamber, and it is not proposed, therefore, to deal with them.) 


Part II. — Indigenous Banking. 

Question 1. Indigenous bankers may be divided into two classes 
in Bengal — shroffs and mahajans. The mahajan is the (country money- 
lender, whilst shroffs confine their operations to Calcutta and the 
larger towns. They trade on their own capital, and do not as a general 
rule accept deposits from the public. Any deposits received by them 
are usually from relatives or from friends by private arrangement. 
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The shroff does not confine himself now-a-days strictly to banking, 
but as a rule he carries on a commission agency business in addition 
to his banking activities. The shroff* discounts trader^s bills, and 
?uakes loans on the security of demand promissory notes, pledge of 
goods and oniaments, and mortgage of immovable property and docni- 
irients of title to goods. He also advances again^st Purjas, a form 
of deposit receipt which usually reads as follows: — 

To (name of lender or depositor) from (name of borrower) greeting. 

We have to-day received from you Bs which we 

have placed to credit of your account. 

Sig'iiatuTe of ^borrower. 


(any stipulation as regards repayment or interest is entered in the 
Cash Book and Ledger, not on the receipt), also against hath chitfa.s, 
i.e., acl<nowledgmenis of advances in current account. 

QU6Sti(H1 2« He finances agriiulture, trade and industry by the 
foregoing methods. He assists in moving tlie crops by the purchase 
of demand drafts upcountry drawn on the ports representing consign- 
ments of produce. 

Question 3. This information is not at the disposal of the Chamber. 
Indigenous bankers iiitorleiid and also re-discount bills with tlie 
Iinj)erial Bank and joinCstock bunks. As far as the Chamber is aware, 
Ihey have no relations with co-operative banks. 

Question 4. Forms of liundis and credit instruments are given 
below, namely: — 

Inland hundi — 

I'o A of Boinbay we B from Calcutta send our greetings. We 

have drawn a hundi for Its favouring C dated so 

and HO, currency so and so (either with grace or witlioui 
gra<*e) which I)lea^e pay through a respectable firm on due 
date in current money. 

The date, month and year. 

Signed either by the proprietor of the firm or by 
their constituted gomasta or attorney. 

Inland Bills as a rule are always signed above the document witifc 
a request from the drawer to accept same in time. 

Local hundi — 

To A of Calcutta we A from Calciitta send greetings. We have 

drawn a hundi for Bs. ...... - favouring C dated so and 

^ so, currency so and so, without any grace which we promise 
to i)ay throxigh a respectable firm on due date in eurreiit 
money. 

The date, mouth and year. 

Signed either by the proprietor of the firm or 
by their constituted gomasta or attorney* 
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Local hundis are accepted as a rule on the back. 

Purja — 

To A of Calcutta we B fi-om Calcutta send our greetings. We- 
have this day (date, month and year) credited you in our 

at^count with the sum of Its received through C 

(name of the man who brought the money). 

Signed B by the pen of H. 

The Purja is also signed by the proprietor of 
the firm or by their constituted attorney, 

QuestiM 5 . (i) Advances are made by indigenous bankers — 

{a) by discount of hundis for varying terms without security if 
the borrower’s credit is goo(^ , 

(ft) simple receipt and entry of the transaction in a ledger to debit 
of the borrower as already descjibed in the answer to I 
above, and Purja ; 

(c) D. inomissory note and mortgage of propel ty ; 

{d) wlieu a(‘ting in the capacity of a commission agent the shroff 
advances against prodme jdaced in his possession. 

Interest ma\ vary hoin 6 per cent, uiiwards according to the 
security olfereil. 

(//) Indigenous bankers usually trade) on their own capital, accept 
deposits from relatives and in some cases from their friends by special 
arrangement but do not generally accept deposits from the general 
]mhlic. They also iiiter-borrow and re-discount bills in their port- 
folio with (he Imperial Bank of India and joiiit-sUK*k banks. They 
also at times borrow from the banks by inoitgaging their property. 

(/?/) As far as the Chamber is aware, the interest allowed on depositi^ 
is in the region of Gf per (eiit. 

{iv) Yes, indigenous hankers in Calcutta and other principal towns 
in Bengal get sufficient facilities lor re -discounting hundis with the 
Imperial Bank of India and with joint-stock banks. 

(r) No. The facilities afforded to them are in keeping with their 
individual means and snanding. 

Questiom 61. Tlie Ciiamher is not in the position to answer these 
questions, which are matteis that concern the district local authorities. 
It must be remembered that in making advances to cultivators, eic.^ 
the banker runs very big risks and is therefore entitled to a good return 
by way of interest. 

Question 7 . (?) As far as the Chamber is aware, there is no pre- 

judice against the indigenous banker; on the contrary he is usually 
legarded with lespeet. 

(tV) In the opinion of the Chamber, these bankers are sufficiently 
protected in law. 

(m) The Chamber has no recommendations to make. 

Qfieotion 8« The Chamber hag no recommendations to 

make. 
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(iv) TJt^ Chamber is i)f ihe . ppinicm that the indigenous banking 
communit;^ i^ould iiaturally Resent the introduction of any measures 
for regulating their operations and for giving publicity to these, 

QuOStlOll 9. The Chamber has no information on this point at its 
disposal. 

Qu0$tioil 10. Under normal conditions iliey are able to meet all 
demands for accommodation from their own working capital and the 
iacilities that are ottered to them by the Imperial Bank of India aiicl 
joint-stock banks for the re-discount of their bills and the discount 
of their uccommodation bills drawm by one shroff on another; it would 
appear that, in c ommon with other banks, they are obliged at tipies 
tc refuse accouiinodation ownng to the decline in the (‘ledit of their 
bonow’ers, and the security ottered may not alw^ays be acceptable to 
them. 

QudStion 11. (/) The shroft* is already linked with the central 

money market by the facility afforded tx) Imiu by the Imperial Bank 
of India and joint-stock banks by the re-discount of his trade billii 
and by discount of ac(‘oinmodation bills drawn by one shroff on anbtlier, 
and by the other facilities lie can obtain from the Imperial Bank such 
as cheai) transfer of funds. 

(ii) In the opinion of the Chamber, it would lie advaniageoiis if 
branches of hanks of first class standing were opened to c‘o-operate 
with the indigenous bunkers and assist in linking them up more directly 
w’ith the main money maikets of India and so ensure the freei* move- 
ment of funds acforciing lo the requirements of the district. 

(tii) By assisting them wdien necessary, and taking on cuirrent or 
deposit ac'count their surjdus funds when they hold sucli, and by giving 
them loans w^lieii required. 

(/r) This ciuesticm does not arise, as the opeiations of the two 
classes cd bankers are different and d<^ not conflict. 

Question 12. (/) With the existing facilities afforded for remit- 

tances the Chamber does not think that there are in tlie hands of the 
indigenous bankers funds wdiich do not find employmiiet throughout 
the year. Temporary surplus funds are, in Calcutta, invested in short 
term deposits wdth joint-stock liaiiks and purcdia^^e of short dated 
Treasury Bills wdien available, 'Ihe indigenous banker may safely he 
left to see that his money is not lying fallow. 

{ii} and (in) As the financial requiiements of districts are purely 
seasonal, money is bound to flow' to the provincial centres when it cian 
no longer be employed remuneratively in the districts, and in those 
circumstances it is not jmssiblo, in the opinion of the Chaml>er, to 
devise any method by which it could l)e retained in the districts; this 
jiiatter is regulated purely by demand. 


Part lilt— Ifivestmeiit Habit and Attraetion of Capital. 

Quostton 1. (f), (ii) and (Hi) Means for encouraging the habits of 

saving and iiiNeatment are piTivided by the Imperial and jointrstoek 
banks and co-operative banks and by the post office through their 
Savings Bank Departments and Postal Cash Certificates, and Govern- 
ment securities may be purchased through the post oifiice or the banks. 



Investment could probably be turtkfi* etieouraged by siin|)lifying tlie 
Post Office Cash Certificate system iirtll procedure. ' 

(iv) and (v) The facilities appear adequate but perhaps bre not 
sufficiently well known in the diirt riots. 

(re) The poorer and uneducated classes in the district follow the 
general practice of investing their savings in gold and silver ornaments, 
the middle and educated classes take advantage of the facilities for 
investment above referred to or purchase immovable property. 

Question 2« (/) Postal Cash Certificates are popular as fur as the 

Chamber knows. The rate of interest is quite high enough alieady. 
The Post Office rules under which the Certificates are issued and repaid 
are, however, cumbersome and might be simplified. 

(ii) The present retuin on Postal Cash CeHificates if lield for the 
full period of five years is about 5| per cent, simple and well over Ti 
per cent, compound interest. Tl)is is a higJier rate than hanks can 
HU TOrinal times afford to pay for deposits, and has possibly attracted 
money which otluu wise would have g<»ne to them. 

(///) Tn tlie opinion of the Chamber yes, as most villages have their 
post offices. 

{iv) See answer to Question 1 (c/). 

( v) See answer to Question 1 {iv). 

(vi) No. 

Question 3. (/) (lovernment sec urities of small or large amount 

may he purcliased tlircmgh the Government Post Olfiee, tlie Imperial 
Bank of India and other banks and the facilities afforded appear’ fo 
be adequate. 

(ii) Securities other than those of Government may also l>e pur- 
chased through the agency of banks. 

(tii) and (ir) These are matters on whirdi the district authorities 
alone <‘an express an opinion, but owing to the lack of education 
hoarding is indulged in to a very large extent in the rural districts. 

Quostion 4. (?) Cheques are now used for the payment of smaller 

amounts than formerly and they are tlms becoming more tamiliar to 
the population as a whole, but the Chamber would say that the cheque 
habit is growing very slowly. 

(ii) The abolition of the stamp duty on cheques has undoubtedly 
led to their increased use. 

(iii) The use of cheques is mainly confined to towns where banks 
are established. In country districts where there is no bank within 
easy reach cheques are of little irse as a means of payment. In th (3 
opinion of the Chamber the gradual opening of small branch banks 
is the only remedy. The Chaml>er considers that the payment of 
Government employees by cheque would promote the cheque habit. 

(iv) Tn the opinion of the Chamber it is impossible to arrange 
satisfactorily for the of cheques by illiterate persons or to adopt 
general vernacular scripts in banking. 

Qimtiotl 5. {/) and (ii) The puking and investment habit in India 

has of recent years, in the opinion of the Chamber, shown steady 
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prowtli. This may he attributed to spread of education and confidence 
in established Government. 

(/?/) The riiamber con^^iders that it would be upeful, in the direction 
oi encourajrin^ the investment of savings, if there were an active 
development, on the pait of banks, of the practice of buying and selling 
Government paper over the counter, at rates based on, and varjnng 
with, the inaiket lates. 

(ir) This lias undoubtedly tapped much money formerly lying 
fallow and released it for productive purposes. It has also given con- 
siderable encouragement to the banking habit and has facilitated the 
movement of funds. 


e2. 

The Bengal National Chamber of Commerce! Calcutta. 
Introductory. 

1. At the outset the Committee of the Chamber would like in 
attract the attention of the Hanking Enquiry Committee to the espe( ial 
position in the economic life of Bengal occmpicd by the loan offices 
which ai\^ purely indigenous institutions, owned and (controlled 
exclusively by the Bengali-speaking people. They are to be found in 
almost all important towns and centres. These institutions have a very 
recent history, scarcely a few decades old, they have steadily grown in 
number and popularity, and the very fact tliat the rapid progress of 
their development has not so far encountered any serious set-back, 
which very often overtakes the rapid expansion of banking everywhere,, 
is alone sufficient to prove that they have substantially met soin# 
financial requirements of the province. To-day the Bengal loan offi< es 
far outnumber any other banking institutions Avorth tlie name, and the 
(leposits commanded by these joint-stock bank.s run to several (‘rores 
of rupees. They may, therefore, rightly (laiin to have a fair measure 
of the attention of the Enquiry Committee in due recognition of the 
position of uiuiuestionahle importance which they occupy in the 
financial fabric of Bengal, 

2. But while emphasising the importance of the loan offices in 
this provincre, the Committee of the Chamber are not forgetful of the 
fact that these institutions owe their credit not so much to any point 
of inherent superiority as to tire absence of better banking facilities. 
Besides, they do not i^eek to stress the popularity of these institutions 
as a gnniml for postponing further improvements. Tlie loan offices^ 
are still conducting their business on strictly (onservatiVe lines, con- 
fining themselves in most cases to their singularly chai’acteristic trans- 
action of granting loans against the security of laud and valuables. 
They do not seem to be moved by the notions of progressiA^e banking 
metiiods, and cases are not infrequent where these banks ai'e to be dis- 
tinguished from professional money-lenders only by the fact of their 
being run on a corporate basis. The Conimittee of the Chamber are 
also aware that these banks have always been dominated by the idea 
of earning profits in the most easy-going manner, which has consider- 
ably detracted from tbeir valne and importance as national institutions 
in respect of their service fo the agriculture, trade or industry of the 
province. They distinctly lack the notion of a functional basis of 



’l>aukiiig, whicii lead them to provide accommodation for any purpose, 
if only the reiiuisite securities are forthcoming to insure them against 
any incidental loss. These banks hptve undoubtedly stimulated the 
banking habit of the people as the large deposits of money lodged with 
them will bear out, and further their rates of interest are also lower 
than what is ordinarily charged by the professional money-lenders, but 
for all this they are not enhancing the productive effituency of the 
I)eople by employing their funds in such a manner as would not only 
fetch them the maximuin of gain but also a cumulative and steady return 
which can be yielded only by a permanent improvement of the paying 
capacity of both industry and agriculture. They have" even fought 
shy of exploring methods of financing the internal trade of the pro- 
vince, which involves far less difficulty and risk and is still claimed as 
a monopoly by the indigenous bankers. All thiwS calls for a true bank- 
ing insight, which alone can identify the j>rofii-seeking character of 
commercial concerns like l)anks with larger national interest. The loan 
offices of Bengal have so far failed to do this, although they fre(iuently 
carry on what ivS known in banking parlance a “ mixed business/’ and 
if the Committee of the Chamber have paid such anxious consideration 
to these institutions, it is because of the conviction that whatever 
reforms may lie ahead, no banking legislation will justify itself if it 
ignores the volume of luisiness that now passes through the loan 
offices, and proceeds to impose restrictions, which may stifle the expan- 
sion of banking in this province, and thus prove a retrograde step. 
The proldem of loan offices is far more intricate than what, it sterns to 
be at sight, and they are sure to loom very large in any construc- 
tive scheme which may be launched for the banking reorgaiiisaiiou of 
the province. 

3 . Another most important feature of banking in Bengal is tlie 
rbie played by tlie indigenous bankers. lieaving aside the petty 
village inahajaiis and some rich Bengali families having extensive 
lending operations, the indigenous bankers in this provinee mostly 
belong to the Marwari community. The Maiwari bankers are largely 
responsible for the finance of internal trade, but their banking services 
can be more leadily availed of by members of their own ctommuniiy 
than by others. They are not disposed to set up joint-stock banks to 
which their vast resources might be pooled to serve all tiading intejest 
and the nanow limit Avithin which they have confined their banking 
activities has to no small extent perpetuated their monopolistic! hold 
over the distributive trade of the province. In this state of affaii*s one 
can hardly vie’vv with equanimity any meavsure that may be pjojKised 
to strengthen their position against the inroads of joint-stock banks in 
the domain of financing internal trade, especially in view of the fact 
tkat the advancement of such banks is not likely to lead the indigenous 
bankei-s to withdraw from this branch of banking business. The Com- 
mittee of the Chamber are definitely of opinion that the expansion of 
comiiiercial banking, c‘orr8Ctl3’^ so called, will fill up a gap in the existing 
banking system rather than paralyse an active limb of the banking 
b)*ganism of the pi'ovince. Such banks will surelj^ call for the inter- 
mediate service of the indigenous hankers with Avhom they will admit- 
tedly find it easier to deal than with individual trading parties. The lat- 
ter may have to be accommodated by the intermediaries serving as a link 
between the trader and the bank. The Committee of the Chamber are 
fullj’' aware that a continuous series of the nature above proposed can 
obtain onlj^ when there is some impelling necessity in fhe system which 
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■will force one party to resort to the othel*. Such a necessity, can arise 
out of the development of pK)p3rly constituted hill markets in the_ up- 
country trade centres of the province. ^ the opinion of the Committee 
the lack of securities offering chance!*ior sound investment in the 
mufassal towns is to a great extent responsible for the prevalent depend- 
ence of internal trade on the financial accommodation of indigenous 
bankers, and the general apathy of loan offices towards commeTCial 
banking. The Committee cannot overrate the importance of multiply- 
ing as much as possible the number of short dated negotiable securities 
and for this they accord their wholehearted support to the scheme of 
setting up licensed warehouses, which will go a long way to facilitato 
the creation of new types of commercial paper such as may induce the 
loan offices to undertake discounting operations. The hundies which 
are in vogue at present are not backed by any lien over commodities, 
and the loans which are given against the security of such instruments 
practically amount to giving a pereonal credit. 

4. The Committee of the Chamber are firmly of belief that if the 
system set forth above be introduced in this province, the indigenous 
bankers would more and more assui^ the role of full-fledged bill 
brokers constituting a necessarj' link in the long chain of banking 
arrangements. These bankers would, of course, lose their monopoly 
power as the discounting banks might possibly call forth other inter- 
mediaries, who would hold their ground by quoting competitive rates. 
This might in some cases even drive the indigenous bankers to organise 
themselves into joint-stock banks, which would render thueir banking 
services infinitely more valuable than they are at present. Regarding 
the commercial banks proposed to be set up under the scheme, the 
Committee of the Chamber would emphatically assert, that the problem 
would offer no insurmountable difficulty. If the loan offices cur- 
tailed their lending op.=*rations against mortgage of land and a crop of 
sound commercial papers were forthcoming, such banking institutions, 
dependent as they are mostly on short, term deposits, w'ould be easily 
.induced to concentrate the bulk of their business on discounting 
operations which would not only be safer but also be more lucrative 
through a quicker turnover of their working capital. 

Memorandum. 

Part I.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. The agriculturist in Bengal depends for his sundry 
requirements mainly on the financial assistance of the village money- 
lender. In places where agricultural societies have been started the 
necessary accommodation is also partially provided hy the latter. But 
their membership comprises only a small percentage of the total numW 
of agriculturists in the whole province. At present there are only 
16,6^ agricultural credit societies for 84,981 villages in Bengal with a 
total memhership of 382,152 heads. It can he presumed from these 
figures that the bulk of the agricultural population has yet to count m- 
the services of the private money-lender. Even where societies havb 
been set up, the benefit of their membership has not been availed of 
by all the cultivators of the local area. A section of these cultivators has 
prefagred everywhere to keep aloof from such societies under the impres* 
Slop they are semi-govemmental institutions having power to c^- 
pel the pepavment of loans in all circumstances. The necess^ 
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formalities, the publicity of taken from co-operative societies and 

joint liability have also made some of them^s^^eluctant to join the socie- 
ties as members. Consequently the private money-lenders have been 
able to hold their own even in places where such societies have been 
established although their monopoly power has been considerabl3’ 
minimised by the competition of the society organisations. 

The village money-lender does not, as a rule, make any discrimina- 
tion between the different puriK)8es of loans. He satisfies himself by 
taking sufficient securities as cover for investments and never 'cares to 
look into the nianner in which the money is actually spent. Thus it 
is that the agriculturist finds it possible to procure loans from the 
money-lender not only for meeting his expenses for cultivation and 
other special needs as due to failure of monsoon and payment of land 
revenue and rent, but also for meeting the expenses of such ceremonial 
fune^^ions as marriage, sradh, etc. The individual cultivator is seldom 
keen on investing any capital for permanent improvements to his land 
and the loans obtained from money-lenders aie seldom spent on items 
of capital expenditure, though what a man gets out of his land depends 
ufKm what he puts into it. 

The agricultural credit societies, on the other hand, treat the pur- 
pose of the loan as most essential and make it a point to grant only 
such loans as will pay thenis^dves withoiit entailing fresh burden of 
debt on the boriower. Ihit thes-v^ societies, almost in every case, deal 
in short credit and are thus in a position to giant only such loans as 
may enable the cultivator to meet his expenses during the period of 
cultivation or to meet the calls for such intermediate capital expenditure 
as are necessaiy for the purchase of cattle, ploughs, etc. Even these 
societies have been found to be unequal to the task of providing funds 
for capital and permanent improvements. Such improvements in most 
part have remained neglected, but in recent years a few non-credit 
societies, confined within very limited areas, hav^e been started for which 
reference may be made to the various irrigation societies. 

In the absence of any competent financing agent to provide funds 
for capital expenditure tlie Government sought to meet ihe situation 
by a scheme of providing CTOveriiment loans so early as 1883 when the 
Land Iniprovemeiits Loans Act was jmssed. The Act, however, has not 
yielded any result commensurate with the expectations it raised. Very 
few agriculturists have come forward to take advantage of the provisions 
of the Act and the budget figures of Bengal on this score will amply 
bear out the fact that the paltry sums advanced by the Government have 
not been able to touch even the fringe of ihe problem. The Govern- 
ment also passed the Agriculturist’s Loans Ac^t m 1884 to provide loan 
facilities for meeting current expenses in times of such spe(*ial need 
as flood, failure of monsoon, etc. But even this Act tould not confer 
any appreciable benefit on the mass of cultivators. The latter have 
always suffered from lack of information regarding the facilities for 
lean under the Act. The grant of loans under the Act through official 
agencies can hardly make them popular and easily available to the 
g^brs^l body of illiterate cultivators. 

The interest charged by co-operative societies for short term agricul- 
tural loans varies between 12^ and 15 per cent. The rate is usually 
higher in East than in West Bengal. In obtaining a loan the borrow- 
ingHieinber has to furnish personal security from two other members 
bel^jging to the same society. The interest paid on loans from private 
mohey -lenders is much higher and varies within extreme limits deter- 
niined, on the one hand, by the solvency of the prospective borrower, 
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liiid, on the other, by the available sources of the supply of capital. 
Very rarely it conras below Ite. 1-9 per cent, per month at which rate 
loans are given by thei loan offices. In several districts the usual rate 
of interest on private debts varies from 3 pice to one anna in the inipee 

{ > 01 * mouth, being equivalent to Rs. 56-4 and Rs. 75 for short 
cans and Rs. 24 to Rs. 48 per cent, per year in big or long period 
Joans. The borrower has either to mortgage his land if any or pawn 
his ornaments and othsr valuables to serve as cover for the loan obtained 
by hinu In some places standing crops are pledged as security against 
wdiieli loans are granted by the money-lender. 

The Committee of the Chamber have no definite information regard- 
ing the percentages of secured and unsecured loans in the various 
districts of the Presidency. They are, however, of opinion that such 
figures may be collected with a fair degree of accuracy by the co- 
oI)erative credit societies from their own constituents. The intensive 
sun^ey of several i)ki(‘es proposed to be undertaken by the Piovincial 
Banking Einjuiry Committee will surely prove very useful in, the 
collection of such statistics. 

The part played by Government in the agricultural finance of the 
province has already been referred to. The Imperial Bank of India 
gives o(‘casional loans to the co-operative societies which in their turn 
extend these to agriculturists against hypotliecation of crops. Conse- 
quently the finance of agriculture has remained mainly in tlie hands 
of either the co-operative credit societies or the private money-lenders. 
Even the big indigenous banking hou.^e.s liave refrained from dealing 
with petty cultivators. The money-lenders who provide the necessaiy 
agricultural loan do not constitute a homogeneous class and inchnie 
not only the })rofessional lenders but also such merchants and dealers 
as do not infrequently take to money-lending ])nsiness along with their 
ordinary trading activities. The credit received by the actual cultivator 
from other organisatimis, suc'h as companies dealing in fertilisers, is 
too insignificant to call for any specific mention. 

It is extremely difficult to form any correct estimate of the capital 
requirements of the rural areas in the whole of Bengal. The expenses 
sluring the period of cultivation must depend on how much the cultiva- 
tor has been able to put by in the preceding ,vear. The amount needed 
for capital and permanent improvements depends on the extent to 
which such iinprovements are considered necessary. Similarly, the 
captial required for meeting special needs must also remain a matter of 
< 3 onjecture as the loss arising out of such calamities as drought or flood 
cannot be anticipated. 

The defects in the present system of financing agriculture are 
numerous and have arisen from either too much or too little of ofiicial 
control. It has already been mentioned how the official formalities 
required by the Government Loan Acts of 1883 and 1884 have render- 
ed them quite useless to the community for Tvhich the»3 were specially 
designed. The administration of such loans can most advantageously 
be handed over to the co-operative societies which by virtue of their 
constitution and distribution will surely handle the allotment of loans 
Avitlv greater competency than the officials who cannot find it easy 
to deal vrith individuals in the rural area. The operatians of the 
oo-oparative societies again are not without defects which have been 
deftlt with in the reply to a subsequent question dealing with the eo- 
jD^rative societies. But the defects of the gravest concern are those 
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are to be found in the practices of private money-lender^. 
Thciy never care to look into the purposes for which loans are taken 
by cultivators and often take undue advantagre of the ignorance and 
helplessness of the borrowers by providing them with loans the pro- 
ceeds of which are spent on luxury. The latter are so much undei* 
the influence of the money-lenders that they cannot even take shelter 
under the TJsurious Loans Act which, for all practical purposes, has 
become a dead letter. The remedies suggested by the Committee of 
the Chamber regarding a more efficient working of co-operative societies 
and for restraining the malpractices prevalent among the money-lenders 
will be found in rei>He!4 to Question No. 7 — (iiouj) I, and Question 
No. 7 — (xroup II, respectively. 

At there is practically no co-ordination whatsoever among 

the vaiious credit agencies, llather a sort of rivalry has grown up 
between the co-operative societies and the money-lenders much to the 
jirejudice of the latter. It is difficult to frame any scheme under which 
the money-lenders will be assoc'iated moiv^ closely with the credit socie- 
ties. Neither is such association considered necessary at this moment, 
for the societies are indirectly exercising a very saluiaiT (dieck upon 
the money-lenders wlio have in many <*ases been compelled to reduce 
their rates of interest and relax the conditions of loan in the face of 
the competition set up by the fonner. 

Question 2« (f), (n), (m), (vi-h) The raiyat in Bengal gonerally 
carnes his products to the neighbouring hat or village market where 
sundry agricultural crops are put up for sale. These hats are fre- 
quented by middlemen of small means who collect small quantities of 
products from a large number of sellers and mix these up a(‘(u)rding to 
their qualities for putting in sacks to be carried on caits w’hi<*h are 
kept waiting by the side of the hat. The carts are then driven to 
the nearest town for the sale of the commodities to some local rnendiant. 
Where the hats are situated near banks of rivers or khals, as in East 
Bengal, the traders send their boats \vith their own men to make pui- 
chases direct from the raiyats. In some cases the middlemeii visit the 
hoii.ses of raiyats and collect the products which the latter may happen 
to have put by for sale. There is no doubt that the raiyat is often 
unable to hold up his crop even if he be aware of the unfavourable 
condition of the market. He has got to meet his various dues and has 
no other means than the sale-proceeds of his crop to liquidate them. 

TTnder these circumstances a system of co-operative marketing, if 
introduced and judiciously applied, may go far towards ameliorating 
the disadvantageous position of the raiyat in marketing his produce. 
The working of the Bengal T\nbolesale Society, Limited, a federation 
of a large number of local co-operative jute sale societies, of the Calcutta 
Milk TTnion comprising more than 80 out of about 100 local milk socie- 
ties, of the Naogaon Ganja Cultivators^ Co-operative Society, lAd., and 
also of a large number of paddy sale societies in the province, which 
have, however, not yet been linked to any central institution — all these 
go to show that there are great possibilities of forming pools and co- 
operative sale societies in this province. The co-operative movement 
had not, until a few years back, paid much attention to this aspect of 
agricultural finance, and the progress made within such a short, time 
certainly encoura^^es orta to hope that given due support, both adminis- 
trative and financial, it will not be very long befoire the cultivator may 
completely do away with the middleman and may thus got full value 
for his labour. 


24 
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Reference niay, in this connexion, be inade to the fact that co- 
operative marketing has developed to a great ettent in the tJ.S*A.> 
Denmark, England and Canada. Co-operative marketing of wheat ie 
one of the special features of Canadian agriculture, where, with the 
liberal financial assistancre of the Government, the wheat producers 
control almost the whole amount of their output co-operatively. In the 
IJ.S.A., in 1922, more than 1 billion dollars worth of farm production — 
ranging from poultry products to 75 per cent, of all the American- 
grown tobacco, dried and fresh fruits, live-stock, milk, wheat, etc. — 
was marketed by co-f}]>erative associations. 

The co-operative sale societies in the TLS.A. are financed by other 
m'eans than capital stock as a rule, various methods being followed, 
the most (common of which is the use of bank loans on warehouse 
receipts. These societies are controlled by pmducer-members only, all 
of them having e<mal rights regarding voice and vote, and all matters 
of policy are decided by them through an elec ted president and lx>ard 
who must themselves not only be growers but members also. Their 
operations and pit)oedure are condueted openly and they have no secrets 
either from their members or from the public which they seive, thus 
ensuring their non-monojH>listic character. 

These characteristics of the American co-operative marketing may 
profitably be adopted in this provin(*e also. The existing sale societies 
depend for their finance mostly on their own share capital. Hut some 
of these also obtain loans, when nec*»as8ary, inmi the Provincial Co- 
operative Hank and some from the co-operative central banks. 

(ri) Paddy, jute and tobacco, the principal (‘rops of the province 
pass through a number and variety of middlemen before they finally 
nnd their way to Calcutta. The beparis, paikais and farias purchase 
direct from the cultivator, sometimes on their own account and some- 
times as commission agents of merchants who finance thi^un. The 
»aratdars, who come next, lend their arats or warehouses at a charge; 
they also often charge a commission for the sale of the produce. Some- 
times, when they expect a rise in the price, they purchase the produce 
outright and sell at a profit. These middlemen, sometimes, use their 
own capital, but sometimes they lioiTow from local money-lenders, loan 
offices or banks. The big firms finance their agents by supply bills 
or telegraphic transfers through the local Treasury or Sub-treasury. 
In some places, undei* the dadan system, the inahajan advances money 
to the extent of about 50 per cent, of the estimated value of the standing 
crop which has to be harvested according to his direi tions, and delivered 
to him for disposal. Compound rate of interest is charged whenever 
there is a failure to meet payments of interest on due date. 

(ri-a) With regard to the articles of export the traders in the 
mufassal centres do not find it easy to piocure any loan from the lo(‘al 
banks although they may have in their possession a large amount of 
saleable stock. The banks on their part being incompetent to ascertain 
the quality and value of the articles naturally feel disinclined to grant 
any accommodation to the holders of such stock although they may 
have a surplus cash. The difficulty in such circumstances may be to 
a extent obviated by the establishment of licensed warehouses 

with qualified graders attached to them. The traders in that case may 
<ls|»osit their articles in ^ these warehouses and obtain certified receipts 
wMch^ would easily inspire confidence in the banks, and the latter may 
aafely^ advance a certain percentage of the value entered in tibe reeeif^ 
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Ihese are properl;^ endorsed over to their name. Eegardiug nrliclee 
pf import the same diffictilty is felt by importers in the up-country 
centra when they appibach any bank for loan against the deposit of 
railway receipts. This difficulty can, however, be got over only if the 
loeai banka be persuaded to discard their conservative modes of business. 

(vU) The position of monopoly held by tlfe ultimate buyers of jute 
as Well as the want of any definite standard of quality of the fibre have 
to some extent prejudiced the mufassal banks against undertaking the 
work of financing the movement of the ciop. Both these factors have 
rendered the value of jute uncertain, and to a great extent it remains 
a matter of conjecture. These may l)e supposed to have acted adversely 
on the credit of the holder of jute. It may be noted, however, that mere 
specification of the diffei’ent qualities of jute will not jjrove contributory 
to the enhancement of banking facilities in the absence of warehouses, 
the benefits of which have already been referred to. 

(Tin and i,r) Tlie existing facilities for internal remittance now avail- 
able to the public are thie following: — 

(a) Postal and telegraphic nmney orders. 

(h) Postal insurance. 

(c) Bank drafts, where branches of the Imperial Bank have been 

opened. 

(d) Cheques, where mufassal loan offices have opened' atrcounts 

with some bank or l>ank8 in Calcutta. 

In some cases huudies are also drawn for the purpose of remittance 
but their use is strictly confined to the trading community. 

The most important negotiable insti-ument in use in this 
province in connection with the internal trade is the hundi. The big 
merchants “ importing " raw produce to the port meet their sensonm 
requirements of heavy funds by borrowing against hundi. The for- 
warding merchants in up-country' trade centres handling raw produce 
and trading on their own account also resort to shore time accommoda- 
tion secured by hundies. The big distributors of imported goods also 
resort to Ixirrow'ing against hundies wheneviar reiiuired to meet their 
periodic commitments to the importing houses. 

Under the present position of law the margin of difference of duty 
pay'able on a demand and usance bill is very w'ide. To avoid higher 
Sstamp duty, accommodation really intended for a definite jieriod is 
made to appear on paper as a demand credit. Such a position has a 
decided tendency of restricting to a certain extent the use of hundies. 
The Committee of the Chamber therefore suggest a marked reduction 
of duty payable on usance bills to promote an extended use of hundies. 

The hundies most commonly used in Bengal belong to either of two 
groups, viz., Darsani and Muddati. The darsani hundies are demand 
drafts while the muddati hundies are drawn for a fixed tenure of 2 
to 3 months or more according to the prevailing custom. The special 
characteristic of hundies in every' case is that they do not convey any 
assurance or claim regarding any genuine trade transaction out of which 
they may be supiwsed to have arisen. The discount of hundies in such 
cases practically amounts to giving a loan against personal security. 

The Committee would welcome the introduction of standardised 
foims of hundies on stamped paper. They anticipate, however, at 
least initially, the strongest repugnance for the use of such standardised 
forms from the indigenous bankers. 
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(jmni) So far as the Committee are aware the only instruments in 
use are the railway receipts and the hills of lading. Further obser- 
vations with regard to the latter will be found in the reply to the 
next question. 

(ofviii) It has been the unfortunate experience of some Inland Steam 
Navigation Companies in Bengal that the bills of lading issued by them 
are made the subject of the most malignant type of discrimination 
discrediting their acceptability as a reliable security for advances. The 
Committee of the Chamber would in this connection quote the following 
passage from the written statement of the Managing Agents of the 
East Bengal River Steam Service, Ltd., submitted to the Indian 
Mercantile Marine Committee. 

wStrong combination amongst the European companies with a view 
to crush Indian enterpise can be said to be the main cause of the 
gradual decline and premature end of the Indian shipping industry. 
Even Indian steam navigation companies suffer from similar com- 
binations and competition. For the information of the Committpe, 
let us give here some particulai‘s of the treatment that has been so 
long ac<‘orded to us. This Company was at first started as a private 
cotHrern with two small flats, when most of the mills used to accept 
goods carried on the small vessels of this Company and to advance 
money on the bills of lading of the goods shipped by the Company's 
vessels. But after a few years this Company was converted into a 
limited liability ( ompany and larger and more powerful launches and 
bigger flats were added to it. When the European ( ojnpanies found 
that this Indian Company was increasing its fleet and doing very 
good l)usiness and other similar companies were being started by 
Indians they made an agreement with the mills resti'aining them 
from accepting jute carried on vess'els owned and managed by Indians. 
And subseq\ientiy the Insurance companies, as if in sympathy> would 
not insure goods carried on our vessels at the same rates as goods 
carried on the European companies’ vessels, in spite of the fact that 
our vessels were brand new and in some cases were more strongly built 
than those of the European comj^anies. On our representation to the 
Insurance companies through the kind intervention of Sir Earnest (now 
I^ord) Cable tins veiy invidious and unfair difference in rates was re- 
moved. But tlw mills which consume the major portion of the jute even 
now do not advance money on our hills of lading or accept jute shipped 
by our vessels, even when Indian sellers insist on the despatch of jute 
by this Company^ s vessels, and ourselves advance money on our hills of 
lading. Even Indian shippers intending to ship jute by this Company’s 
vessel to Indian consignees such as mills owned by Indians are restrain- 
ed from doing so by the threat that they will find difficulty in securing 
space for goods intended for the European mills and also in shipping 
from the stations where this Company's vessels do not run. The 
Hon’bla Mr. Mackenrie of Mowssrs. Macneill & Co. even threatened us 
in so many words that unless we sold or made over the management of 
this Company’s business to them they were detennined to crush our 
Company. There are other weapons in use such as the arrangement that 
no rebate will be paid to shippers and consignees who have occasionally 
shipped their jute or coal by this Company’s vessels, and rate cutting.’’ 

Begarding measures for the removal of such inequities the Com- 
mittee are aware that remedy cannot be administered through any 
banking legislation alone in the absence of some form of control over., 
the non-Ittman companies. They have, therefore, felt it necessary that 
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some measure like the licensing system recommended hy the Indian 
Mercantile and Marine Committee for ocean-going vessels should be 
adopted for inland river transport in Bengal. 

{itix) and (.m) The Committee of the Chamber are definitely of 
opinion that the institution of licensed warehouses such as those of the 
U.S.A. and Germany would confer a great benefit on the agricultuie 
and trade of Bengal. The scripts issued by such warehouses would 
not only provide for an excellent mode of investment, but, what is 
more, would prove a necessaiy link in the existing conditions of the 
Indian money market. Besides, these would greatly stimulate the 
activities of the sale societies enabling them to obtain loans when 
necessary against their stock deposited in the warehouses. The use- 
fulness of such institutions has been explained at length in reply to 
a later question. 

As the wai chouses lvav<* to be established on a commercial bavsis the 
Committee consider' it necessary that they should in some way oi* other 
be associated with the Government. The latter may exercise some sort 
of supervisory control over the licensed warehouses even without having 
any financial stake. As the warehouses will surely be a novel type 
of institution tlieir suc(‘ess will be assured to a great extent by the 
support of the Government who alone can easily inspire the confidence 
in the peoxde. 

Question 4< There are no legal impediments to mortgage of land in 
Bengal su(*h as are found in the Punjab and Bundelkhand where spe(‘inl 
legislation has l)een adopted to curtail the power of the cultivator to 
mortgage his land to lenders other than specified persons. 

The recent amendment of the Bengal Tenancy Act has undoubtcnlly 
impioved the et^onomic value of the raiynCs interest in their holdings. 
As in Bengal the credit available to a cultivalor depends on tlie value 
of his interests, it may be presumed that the credit position of the 
cultivating raiyats has been improved by the ameridmeMt. 

The fragmentation of agricultural holdings makes it difficult to 
launch any aiiibitious scheme for their permanent improvement for 
which the estal>lishmeiit of long lerm credit institutions to finance 
agriculture would be necessaiy. Within this limitation, however, 
there is ample scope for such institutions in Bengal, as they would have 
to tackle the most important problem of agricultural indebtedness. 

At pres'^nt there is only one land mortgage bank in Bengal, viz., 
the Co-operative and Mortgage Bank of Naogaon. It was originally 
staided on a co-operative basis but has sim^e been (‘onverted into an 
ordinary land mortgage bank. The bank does not issue any debentures 
and raise capital by taking long term deposits. Regarding the opera- 
tion of the bank it may be noted that it does not confine itself to the 
provision of long term credit alone. It also provides ordinary loan l)y 
means of cash credit. There is a rule that if a member takes a long 
term loan for clearing his prior debts, he gets a cash credit for his 
ordinary agricultural operations. 

Regarding the lines on which land mortgage banks should be 
estaUished in Bengal, the Committee of the Chamber fully endorse the 
principle underlying the recommendations of the Royal Commission 
on Agriculture contained in Chapter XII of their Report that a distinct 
type of banking institution should be sat up for the purpose of pro- 
viding long term agricultural credit. The Committea refrain from 
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reiteratmg the arguments and recommendations of the Commission and 
would like to make only the following observations of a general 
character : 

The absence of a series of land mortgage banks in Bengal so long 
has already caused much harm to the agriculturist and for the matter 
of that to the whole province, and the sooner the situation is (‘hanged, 
the better. The existing circumstances demand that the mahajan 
with ail his traditions should be reformed and his place largely, or if 
possible, totally taken by a bank whose duty will be to lend money to 
the agriculturist at a cheaper rate and for a longer period and thus 
enable him, not only to liquidate his old debts to the mahajaus, but 
also to (^arry out sucli schemes as sinking and l)oring wells, 
purchasing costly agiicultural machineries, improving and raising live- 
stock and introducing other nuMisures tor improving the method of 
cultivation. 

Apart from meeting the direcd requirements of agriculturists there 
are certain kinds of agricultural improvements which cannot be eftectod 
except by a well-thought out and systematic course of action on the 
pai't of local authorities, and as in France, a land mortgage bank can 
well undertake to finance such x>n>grammes of these local bodies. 

In order, however, that the bank may not become a source of hard- 
ship to the agriculturists and in order that it may approach the whole 
question of agricultural indebtedness in a sympatlietic way, it should 
be organised on a thoroxighly (H)-operative basis. The capital should 
be entirely sunstuibed by tlie borrowers themselves, who would also 
coiitnd the management of the bank, subject to tJie supervision of the 
Government and the condition that the i)enefit of profits should go to 
the lK)nwvers. Such a system prevails in the T^nitod States of America 
and it has been reconi men (1(^1 by tlie Baroda liand Moj tgage Bank Com- 
mittee of 1924-25. Besides eliminating the evils of private capital and 
hankering after profit, the co-operative system has a moral and educa- 
tive value of its own in so fur as the borrowers themselves are called 
upon to perform the aiduous and lesponsibh? duties of bank manage- 
ment. 

lioans by such banks should be given at a reasonable rale of interest 
and should be extended over not more than 10 years and the repayment 
should be secured by annual or half-yearly amortization peicentJige. 
The land, on the mortgag*e of which the advances are thxis made, should 
yield a steady income, and must be capable, after meeting all the 
working expiuises, of returning money in a regular manner. The 
periodical payments of instalments should not exceed the income that 
may reavsonably be derived from the mortgaged property, so that theie 
will l)e no hardship to tlie poor bormwer. The banks should be 
authorised to extend the period of repayment in exceptional circum- 
staiu^es, such as flmul, famine and the like. 

It is obvious that land mortgage banks, of which thera should be 
at least one in each of the provinces, would require to be considerably 
helped by the Government not only at the beginning but also after- 
wards ; the initial capital, if necessar>% may have to be subsoribe4 by " 
the Government to ba repaid gradually, as the borrowers come in and 
join thfe? banks. The debenture bonds wdiic^h' the banks will issue will, 
if necessary, have to be subscribed by the Government besii|^s being 
exempted from stamp duty, income-tax and other sorts ot, levies and 
being declared as trust securities. The Government may be afleed to 
g^amntee the interest payable on the bonds issued by the banks^nnd the 



375 


risk taken on that account may be co\erdd by making suitable arrang:e- 
mieBts for the distribution of profits between the Government and^ the 
banks. 

QliestiOfl 5« (i) and (it) So far as the Committee are aware, only 

two important systematic attempts have hitherto been made in Bengal 
for ascertaining the debts of the agriculturist classes — one for the whole 
disftrict of Faridpur and another for the village Talma in the same 
distri(*t. The former attempt was made by the late Mr. J, C. Jack, 
who collected figures for the years iOOG-lO. The ivsult of his 
labour*^ has been embodied in his book entitled “ The Economic Life 
of a Bengal District ’’ published by the Oxford University Press in 
1915. The latter attempt goes to the ( redit of Mr. L. Burrows, h.a. 
formerly Collector of Faridpur), who made an economic survey of the 
Talma village in rec>eiii years. A note on the survey was submitted by 
him to the Koval Commission on Agriculture for which lefereiu e may 
be made to V<»lume IV of the Rei)orl of the Koval (Vun mission (H)ntain- 
ing evidence taken in the Bengal Presidency. 

Regarding the manner in which such an estimate can be obtained 
with reasoimble a(*<ura(‘y, the attention of the Ihoviiicial Banking 
Emjuiry (‘ommittee may l)e drawn to Chapter I of Mr. Mal(*(>lm, li. 
Darling’s book, The Punjab IVasant in Prosj)erity and Debt ” in 
whi(‘h the authoi* has admirably handled the subject ’with reference to 
the indebtedness of the IHinjab peasantry. 

Qu0Stiori 6. Iliere are various kinds of small industries subsidiary 
to agriculture in Bengal and they ai*e noted for their variety. They 
comprise such operations as haiidloom weaving, rearing of silk worms, 
worms raising, garden produce, gur-making, poultry keeping, etc. Of 
these tlie handloom weaving industry is spread over the w’hole provim e 
while the rearing of silk worms and cultivations of hu? are confined 
to a few districts, the former to Murshidabad, Maldah and Midnapur 
and the latter notably to Maldah. Although these industries have been 
t^tarted on a commercial basis, they can hardly find wholetime emplo^v 
inent for the occupants who have af cordiiigly to depend partially <m 
agriculture. Other industries such as husking of rice, poultry keeping, 
and raising of garden produce are mostly pursued with the primary 
object of providing for home ixmsumption by the cultivators almost 
everywhere. The same renjark a|)plies to industries like gur-making 
which prevails extensively in West Bengal. Recently, however, some 
of these industrial operations are being carried on in certain areas on 
a commer<‘ial scale. A number of agricultural farms has sprung up 
bringing large areas under the cultivation of vegetables whicdi are sold 
in the various markets of the neighbourhood. There is also a sprinkling 
of dairy farms in several district supplying milk in the adjoining 
cities. But such operations are obviously being divorced from agricul- 
ture through their concentration in particular areas. The husking of 
rice is gradually being taken over by the rice mills which are large 
faetory establishments. So far as the financial aspect of the subsidiary 
induetrie# is concerned, these can be encouraged considerably by the 
increase of the number of co-operative sale societies which alone can 
hiang a fair return to the producer. Already the benefit of co-operative 
organisation has been availed of in particular areas by a number of 
the aforesaid industries such as w^eaving and milk supply hut it is 
that the movement should be far more w’-idespraad in all the 
disci^icts of the province. 
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Begarding enterprise which may give employment to the farmer 
during his leisure it may be noted that the famier in many cases 
utilises such spare time for his own non-agricultural requirements such 
as house reimir, repair of boats and fishing nets, etc. Where the leisure 
cannot be utilised in this way other cottage industries may be started 
in suitable centres in the interior, distributing among the villagers in 
the neighbourhood such fonns of work as are connected with the simple 
processes of the manufacture. Such enterprises may be staHed either 
by co-operative organisations or by individuals who have to be subsidised 
to some extent by the (fovernment. The manner in w'hich sucli (rovein- 
m.mt help may be given to small indigenous industries has been 
thojoughly dealt with in the Bengal Industrial Development Bill 
introduced by Mr, Naliiii lianjan Sarker in the Bengal Council in 1928. 

Question 6A« The small industries which are neither supplemental 
to nor connected with agricuJtxire are mostly owned by individual pro- 
prietors. A few of them have also been started on joint-stock basis. 
Su(*h industries are, in nxost cases, financed by their proprietors botjii 
in respect of fixed as ^vell as the circulating capital. %Vhere a loan 
becomes unavoidably necessarj’^ it has to be secured from some 
indigenous banking house by mortgage of land or i>ledge of other 
securities. Hardly any sucdi industry gets a loan from any of the joint- 
atock banks which do not grant any accommodation against the bloc 
of any industnal establishment as it has no convenient agency for 
enabling it to ascertain whether the proprietors of small industrial 
con(*erns are working on sound lines and whether they possess a good 
reput 4 itioii for honesty and punctual payment. Only the large organised 
industries such as jute mills, tea gardens and (‘olton mills can obtain 
such loans from the banks. /The small industries, be they individual 
proprietary concerns or joint-stock establishments, liave to depend 
absolxitely on the accommodation available from indigenous bankers 
against mortgage of some real property or sin h personal security as may 
inspire their confideme. The position has created a standing difficulty 
thwarting the industrial development of the province. It engaged the 
attention of the Iiidusirial Conimission which considered at length the 
financial reciuiremeiits of middle-class industries and in fact recom- 
mended the operation of a tsntative scheme elaborated in their Report 
(p. 218, Chaxiter on Industrial Finance). Ilie scheme was never adopted 
in actual practice although it contained some valuable suggestions. 
Greater reliance must be placed on some enactment for the De*\"elopment 
of Industries embodying some of the salient features of the aforemen- 
tioned scheme and designed to provide better financial facilities for the 
in i cldle-cl ass ind u str i es. 

Question 7 (/), (/r), (r) and 7A (ri>)» far can be ascertain- 

ed, the relation between the cooperative banks and the other banks in 
the country hovS not been unhappy, and the Imperial and other banks 
have often befriended the co-operative banks by lending them funds. 
The village credit societies are linked to a number of central banks 
whichr in their turn are linked to the Calcutta Money Market through 
the Bengal Provincial Bank. The village societies, when in need of 
money, ask for help from the central banks which, however, having no 
credit dealings with the Imperial or joint-stock banks, are financed by 
the Provincial Bank, ivhieh in its turn gets cash credits from these com- 
mei^eial banks. The Imperial Bank further grante cash credit advances 
to the Bengal Provincial Bank, and the various central banks to 
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the latter and selected urban banks (thi*ougb its local branches) oii 
the security of Provincial Bank, Thus the principle of water-tight 
divisioa of the resources of the co-opei'ative and conunercial banks has 
not baen recognised in Bengal and a close association between them has 
becoxne possiWe. The association may be further strengthened by 
allowing free interlending between the co-operative credit societies and 
joint-stock banks under prescribed con dt ions. 

Quntian 7. (//) The present system of co-operative tinance is very 

inelastic. The time tak»an by a village society in procuiing funds for 
its members fmm the ctmtral banks, particularly when it has no surplus 
money left to itself, is too long, and (‘omplaiiits have not intre(|ueutly 
been made that “ by the time the loan is sanctioned l)y the central bank 
and money is brought to the village for (lisbiirsement, the need fur 
lx)rrowiiig might in many cases disappear. Another disadvanlagt^ (;f 
the present system is that loans are veiy often brought to the village 
from the central bank in a lump sum. Some of the members may not 
require loans at that particular time but, all tlie same, they anticipalo 
their requirements (evidence of Kai J. M. Mitra Bahadur before tlie 
A'gTicuUural Commission, Volume IV, p. 135), These defects, it is 
claimed, will be remedied if the system of allowing cash crodit to the- 
village societies is adopted. 

Question 7. (in) It. is difficult to form a coirect esfimate of 
the amount of extra capital re<|iiired for financing the co-operative move- 
ment in the whole province of Bengal. It may, however, I)e noted that 
the (lovernment contribution to the ( o-operative organisations in Bengal 
is about 3 or 4 lakhs, and is far less than what is contributed by each* 
of the other provincial Governments. 

Question 7. (ri) No exception can jK)ssil)Iy be faken to the sugges- 
tions made in the question. The co-operative movenieni is of rtnent 
origin and in spite of the fact that nuudi progress huvS so far been made 
much more remains to liv^ done. Like all new movements it has to 
encounter many difficulties and in order that it may successfully over- 
come these difficulties and considering further tlie benefits that it is^ 
conferring on the rural population of the country, concessions like tliose 
suggested in the question will not be considered over-generous by any 
one. 

Question 7A. (//) Section 32 of tlie Co-operative Act seems to be 

sufficiently elastic as will be clearly understood by a reference to sub- 
clauses (h) and (d) of clause (1) of that section. These sub-clauses per- 
mit the investment of funds of co-operative societies among others in 
any of the securities specified in section 20 of the Indian Trusts Acty 
1882, and with any bank or person carrying on the business of bankings 
approved for this purpose by the Registrar. 

Considering the fact that the co-operative societies deal with the 
hard-earned money generally of the raiyats, and considering further 
that a safe investment policy is more likely to engender ( onfidence in 
the investors, the restrictions of section 20 should not be rcdeased. 

QutttkNI 7B« (i) (ii) On th>3 whole, the co-operative movement haa^ 

been successful in effcuiting a marked reduction in the prevailing rates 
of interest, particularly in places where the rate of interest charged by 
the money-lenders is much higher than that charged by a credit society.. 



878 


It often happens, specially in those places where the co-operative move- 
fiient has made sufficient progress, that money-lenders reduce their rates 
of interest in order to retain the custom of their clients. In one or two 
areas the movement has even been able to drive the money-lenders out 
of evistence. 

Question 7B, (in) Two of the most important factors that retard 
the rapid spread of the co-operative movement is the illiteracy of the 
people and want of suitable office-bearers, as also the apathy of the 
-general body of niembei's. It is clear that the spread of education will 
go a long way towards solving this problem, l)ut the apathy of the public 
will lequire a veiy persistent agitation and propaganda to be removed. 


Part I A.— Loan Offices and Joint Stock Banks in the Mufassai. 

Questions 1 and 2i In the absence of any reliable statistics it is 
-difficult for the Chaml)er to give correct informal ion afoul the loan 
<>ffi(‘es or banks of any particular distjict. Tlie Committee of the 
Chamber have been abk^ to collect relevant data for a small })er<'entage 
-of the total number of loan offices scatteied ovei‘ the wliole proviiue. 
As^ these data were printed in the Journal of the Chamber (i). 101), a 
reference may be made to them if needed. 

Question 3t The rate of interest allowed on different kinds of 
dwsposits is not the same for all banks. The (^)mmittee of the (Oiamber 
have collected figures for some loan offices which are given in the table 
below : — 


rnterest per cent, per amivni 07i deposits. 
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The figures given in the above table appertain in all cases to Fixed 
deposits.'* There ai’e, however, verj' remarkable differences in the con- 
ditions under which such deposits are accepted by the various loan 
4^ces. Thus in the Mahaluxmi Bank, Ltd., in Chittagong no fixed 
ileposit account is opened for any sum of less than Its. 100. The same 
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condition is in forc^e in Chittagong Commercial Bank, Ltd,, and also 
in the Chittagong Loan Co., Ltd. In some cases the rates allowed show 
slight variations if the interest be payable more freqneidly than usnal. 
For examp^le the Bangpur Loan Office, Ltd., allows 5 per oant. on fixed 
deposits for one year if interest on deposit be pa3"abJe eveij’^ month 
instead of once every j^ear. 

It is becoming the usual practice with the loan offi(*es to albnv interest 
even on deposits kept in current account. Some of these make it a con- 
dition for opening such accounts that a minimum amount, say Its. 100, 
will be deposited in a lump. Further, a condition is sometimes imposed 
that a minimum balance will be maintained. Thus to give one <oncre<e 
instance, the Mahaluxmi Bank, Ltd., of Chittagong does not open a 
current account in favour of any customer unless the latter is j)iepared 
to deposit at least Its. 100 at the outset, and it allows interest only when 
the minimum daily balance maintained does not fall l;elow Bs. ]()(). 
Siinilaiiy the Indo-Burma Traders’ Bank, Ltd., and tlie East Bengal 
Commercial Bank do not open current account for less than Its. lOO. 
But these banks do not enforce the maintenance of a fixed minimum 
balancK^ and the interest paid In* them is cabulated on the fluctuating 
daily balam es. The visual rates of interest allowed on current accounts 
bv several loan offices are given below: — 


Interest per cent, per annnvi, p. v. 

The Mahaluxmi Bank, I^td. ... 

The Chittagong Commercial Bank, Ltd. ... 3 

The Indo-Burma Traders’ Bank, Titd. ... 3 

The Chittagong Loan Co., Ltd. ... 3 

Bengal Dooars Bank, Ltd. ... 3] 

The East Bengal Commercial Bank, Ltd. ... 3 

Bengal Zaniiiidari and Banking (V)., Ltd. ... 3 

Adamdighi Mahajan Samit^^ Lid. ... 3i 

Berhainpui* Bank, Ltd. ... 3f 

Gouripur Loan Office ... 3f 

Jessore Loan Office ... 3? 

Bangpur Loan Office ... 3 


In recent .years some loan offices have made arrangements to accept 
deposits on “ Savings banks account.” Bates allowed on such deposits 
are as under : — 


The Mahaluxmi Bank, Ltd., 5 per cent. — (under the condition that 
the minimum balance does not fall below Bs. 10 and fhe 
deposit is made on or before the 6th of the month). 

The Chittagong Commercial Bank, Titd., 5 per cent. — (under the 
condition that the credit balance at the end of the month 
does not fall bslow Bs. 10 and that the deposit is made befoie 
the JOth of the month). 

The Indo*Burma Traders^ Bank, Ltd., 5 per cent. — (condition same 
as in the Chittagong Commercial Bank, Ltd.). 

The East Bengal Commercial Bank, Ltd., 4 per cent. 

Bengal Zainindari and Banking Co., Ltd., 6 per cent. 
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There is no fixity rejrarding the longest period for which deposit® 
are accepted. It depends on special arrangements between the loan 
office and the customer willing to place his money on long term deposit. 
The maximum period advertised in the ordinary course of business is 
for 7 years for which, as has been shown before, the Adamdighi Mahajan 
Samify, litd., allows an interest of 9|. The maximum period of deposit 
advertised by other loan offices is generally shoi-ter. 

Questions 4 and 5. The Committee of the Chamber are not aware of 
the manner in which the funds of the loan offices are invested. They 
are, however, of opinion that replies to questions Jfos. 4 and 5 are 
likely to elicit the most useful information jegardiiig the financial 
position of loan banks and would therefore suggest that the questions 
may l)e recast in a tabulated form and j)ublished separately to be cir- 
culated aniorig all the loan offices. The replies obtained from the latter 
w'ould be not only precise but also exhaustive. 

QuSstion 6« The loan offi(r‘s in Bengal hardly grant any loans t,o 
actual cultivators. Their chief business consists in lending to land- 
holders, mainly on the security of their landed pro]>erty. They also lend 
agaijist the security of jewelleiy and other valuables and grant personal 
accommodation. Even when loans aie granted to landholders, no enquiry 
is regarded essential as to the purposes for which siu li loans are sought 
and obtained. Thu» the^’ cannot be said to have undertaken the res- 
ponsibility of financing agricultural improvements. The consequence 
of such transactions is that the borrowing landholder often obtains the 
loan for some unproductive purposes and ere long finds himself so much 
involved as to be unable to redeem the property furnished as security 
against thv<^ loan. In such circumstances the mortgaged property is 
often attached by the bank and being as a rule unsaleable at a profit 
remains permanently in the possession of the latter. The bank then 
virtually assumes the role of a zemindar. 

Thus the loans given by the banks against security of land have 
practically nothing to do with the financing of agriculture proi>gr; 
rather those often directly militate against landed interests. The 
relation of loan offices with agricultur*al industries is nol more intimate 
and mention can only be made of the loan banks in the district of 
Jalpaiguri which stand out for their singularly progressive methods of 
operation. They advance long term loans against the mortgage of 
neighbouring tea gardens and giant short loans against the hypothe- 
cation of annual tea crops. 

The Committee do not consider that the loan offices have any com- 
petence of a special chsuacter to serve the interest of the agriculturist. 
The competence of the various agents wdth regard to the finance of agri- 
culture is to be ascertained wdth reference to their numerical strength 
as also the personal relation between the liorrowing cultivator and the 
financing agent. The loan offices being fewer in number and lacking in 
an intimate knowledge of the outlying rural areas compare very 
imfaycmrably with the agricultural co-operative credit societies whicn 
have been set up with the avowed object of serving the actual cultiva- 
tors of the soil, and have on record a notable progress on the score of 
their working capital and total membership since 1904 vrhten they were 
first inaugurated. The finance of agriculture, therefore^ at least so far 
as short term loans are concerned, must remain an exclusive privilege 
of the credit societies, which have in fact never faced any competition 
from the loan offices. Even with regard to long term credit it is mucli 



381 


to be Sbubted wbetber the loan offices would be of any assistance to 
agriculture. “ The methods by which the loan offices are themselves 
financed precludes the possibility of their undertaking systematically 
Ae onerous task of granting accommodation for long periods such as 
is naeded for effecting agricultural improvements. At present tliey do 
not issue any debentures and depend absolutely upon short and com* 
paratiyely long term deposits for obtaining their working capital. In 
such circumstances the loan offices are sure to carry on what is known 
in banking parlance “ a mixed business/’ The task of meeting long 
term lequirements of agricultural loans can be more efficiently under- 
taken by co-operative land mortgage banks of the tyi)e reconimended 
by the Royal Commission on Agriculture in their Rei)ort in (Chanter 
XIII. 

Question 7. The Committee are not aware of any function other 
than })anking to have been undertaken by loan offices. The loan banks 
carry on their business on strictly conservative lines and have been able 
so long to earn large profits. They have hitherto felt no uige for 
developing their liusiness and to a large number of th^mi the discounting 
of l)ills is unknown. There is more than one reason why the loan 
offices have fought shy to undertake the ordinary function of commei’<dul 
banking more extensively. First, the larg^ profits hitherto earned have 
been responsible for a distinct lack of initiative. But this alone cxmld 
not have proved a sufficient deterrent in the absence of other causes. 
The fact further to lie taken into a(‘(^ount is that even if they were 
proposed to undertake hundi discounting, they could not have possibly 
secured a large business on that account as the supply of bills in tlie 
interior is still very scanty. The hundies in this (ouniiy do not bear 
all the legal in(*i dents of a bill of exchange proper, and as previously 
stated, the discount of such instrument in fact amounts to giving 
personal loan. There is nothing in a hundi to convey an assurance 
that it is the* outcome of a genuine trade transaction and so the resjionsi- 
bility of discounting sued) insliument-s is undertaken by the indigenous 
bankers, whose tradition and personal knowledge enable them to main- 
tain an exclusive hold on this part, of banking business. Most of these 
have coiTespoiidents far and near and this alone gives them an advan- 
tage over most of the loan offices whose business is more or less of an 
isolated and local character. But still the lucrative character of dis- 
count business has not altogether failed to attrac t all the loan/ offices, 
and in recent years a few of them have already begun to encroach on 
the hitherto exclusive privilege of the indigenous bankers. Reference 
may, for example, be made to the Indo-Burma Traders^ Bank, Lid., and 
the East Bengal Commercial Bank, Ltd., wdiich regularly quote rates 
for discount of hundies vaiying from J anna to 2 annas per cent. Still 
it is vain to expect that there will be a phenom*enal increase of this part 
of the business of the loan offices until the preliminary changes neede<l 
therefor are effected satisfactorily. The latter must shake off their 
isolated individuality and either open branches or make proper arrange- 
ments at the outset wMth the other banking agencies in almost all the 
important trade centres of the province. Further, the hundies have to 
be given the character of genuine trade bills in order to render them 
more easily acceptable to the loan office. 

QttiStiOll 8* The portion of the ^profits of loan offices which is 
utilised in building up a reserve easily attracts one’s attention and the 
manner - in which the annual contribution to the Reserve Fund is 
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estimated is subjec# Id serious criticisms. It ,not calctilaied as a 
percenta^ of t]ie bad abd doubtful debti^' Iji thft abseiiote of aaiy ^rt>- 
vision baing' made against tbe contingency of doubtfuj debis proving 
non-realisable, it can be seriously doubted Trbetber “10.^1116 event of any 
bank coming to grief for want of liquid funds it wouldt be aMe to 
weather the squall. Ever since these were first started the Idait qfifeee 
have never adopted the cautious step of building up a substahtlal 
reserve and the small proportion of their paid up capital to total deposit 
liabilities has always remained a disquieting feature of the indigenous 
joint-stock banks in Bengal. ■ 

The manner in which the Heseive Fund is invested can best be 
ascertained by putting it as a distinct item in the tabulated question- 
naire, which, as has been suggested l>efoi'e, should be sent to all the 
loan offices. 

The loan offices have never faiJed to pay a fairly large dividend to 
their shareholders. This may reasonably lead one to question whether 
the rates of interest charged by loan offices carrying on their business 
in many cases practically on a non-competitive basis may not be con- 
siderably reduced. Besides, the reK'^rkable divergence in the rates of 
dividend declared in different years invites criticism regarding the 
soundness of the basis on which the piofits are appropriated by 4 he 
Diret'tors for distribution among the shareholders. The Committee of 
the Chamber would in this connection quote the rate of dividend paid 
by two loan offices in five consecutive years. 


Names of the Loan Offlres. Years, 



1022-23. 
p. c. 

1023-24. 
p. c. 

1924-25. 1925-26. 
p. c. p. c. 

1927. 
p. c. 

The Rangpur Loan Office (Eetd. 1894} . . 

50 

45 

45 

70 

30 


1928-24. 

1024-25. 

1925-26. 1926-27. 

1928. 

The Comilla Union Bank Ltd, (Estd. 1922) 

12J 

15 

15 

20 

20 


The steady increase of the dividend paid by the Comilla Union 
Bank, Idd., synchronizing with a continuous increase t)f its annual 
contribution to the reserve fund gives an example of the best type of 
loan offices doing business in Bengal. In numerous cases, fluctuations, 
as in the case of the Rangpui- I^oan Office, are manifest. > 

. . . . 

Quastion 9. The question regarding the pre-seut ss'stem of Imeping 

accounts may constitute yet another item in tbe questionnaire to be 
foi'R'arded to the loan otfices. The Committee of the Cbambea most 
emphatically urge that a uniform system of accounting and method 
of drawing up balance sheets should be prescribed for all the loan offices. 
They would, further, suggest that in every case the adoption of Ihe 
system of double entry book-keeping should be published in Wh EiiKg^ilh 
and vernacrJar. The prescribed form of halame sheet should bo^^iftore 
elaborate and more illuminating than those now passed by auditors, 
so as to enable the general body of shareholders to take an intelligent 
interest in the affairs of the bank. The large profits earned by the man 
offices would not make it difficult for them to appoint passed accbuntanta 
to write up and maintain their hooks of ac^unt, and the standiupdisa^ 
tion of accounts would easily train the public mind to comprehend the 
financial position of the different loan offices. 
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Any ■foHtn of ^socmtion between itankiufir inetitution* 
is w'eicoiDf as it <^ntributes to tbe sfrengih of afi the cioitstituents. In 
1927 a nuinbei' '’Of , laan offices sffirted the Benf^ral Bankers’ Federation 
to develop a' fpirit of co-opemtion among the members, to safeguaid 
and pronaofe the interest of members, to render all possible help to tlie- 
constitnent members specially when necessities arise, to initiate healthy 
and sound banking principles among the constituent meml>ers, to start 
a fadeyal bank and such other institutions as are calculated to further 
the objects aforesaid. The Committee appreciate the objects W’ith which 
the federation was started but they believe that its success and useful- 
ness will depend to a great extent on the establishment of the proposed 
federal bank. The federation by itself will not be able to yield any 
tangible result in the absence of sucb an institution which will have tof* 
come forward with substantial aid to save a member bank, if neces- 
sary, from the risk of an imminent run. Such a bank may also servo 
as a clearing house for all the constituents. In fact, the idea of a 
Bankers’ Federation in Bengal cannot be treated .separately from tbo 
idea of starting a federal bank. Until this is appreciated the strong 
individualistic tendencies of l<»an offices will stand in the way of 
associating themselves with the federation. Further, the smooth tenor 
pf life which the loan offices have hitherto enjoyed will yet for some 
time stand in the way of their being convinced of the benefits of an 
association, which in all circumstances seeks to enforce some comiiuin.' 
standards among the constituent members. The Committee would*, 
therefore, suggest that the federation should hasten to establish thfr 
federal bank and bring it home to the minds of all the Bengal bankera 
that it is going to render some positive seiwice to all the members anif 
not remain a mere informal conference of the representatives of some- 
loan offices alone 

Qtnction 11. It has already been mentioned that some loan officer- 
have begun to finance trade by the discount of bundles. But they hove' 
to rely more on other forms of business such as giving loans against 
mortgage of lauds, personal security and deposit of valuables. There- 
are some obstacles in their taking over a larger share in the finance 
of internal trade. In the first jilace, there are many loan offices which 
have neither any branch office nor an account with any other bank in’ 
the various trade centres. This precludes them from undertaking dis- 
count of hundies; secondly, they are generally indisposed towards any 
method of finance which would probably inake it necessaiy for them 
Aviate from their traditional mode of activity. Else they might have- 
dowi more of commercial banking even in the existing circumstances. 
Thera are places in which such banks do not give any advance even 
against railway receipts furnished as .security for genuine consignment 
o? goods. Such accommodation may be profitably granted bv loan 
offioae without incurring any serious risks. Con8e(}uently the mufassal 
lafllterB have to depend more on the aratdars for their financial retjuire- 
maftts. The aratdars are owners of unlicenoad warehouses which are- 
known in the mufassal as arats. The small traders or commission 
agent.s bring in their commodities purchased in the neigh l)ouiinjsr 
markets to the arats for .storage. The aratdar, generally a man of 
large ibsiources,. readily grants loans to these traders who often stand 
in need of accommodation to make fresh purchases. Never have sucb 
tya^rs received any advance from the local loan offices. Nor could 
the latter have found it easy to make any advance against comraoditiea 
put in the custody of another person. Further, the loan offices have 
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not any godown of their own. In these circumstanoes the Committee 
would suggest ""thaf properly constituted warehouses should be set up 
in all the important trade centres on a professional basis under licenses, 
issuing scrips as evidence of the proper assortment end valuation of 
articles deposited with them. The loan offices would then find it safe 
to make advam;es against these scrips and consider it a most lucrative 
.bran(;h of their business. 

The establishment of licensed warehouses would also indirectly help 
the finance of agriculture, for the advantage of obtaining loans against 
warehouse receipts would be available not only to the trader but also to 
the agriiulturist. The agricultural sale societies would be specially 
benefited by the establishment of licensed N/arehouses. In fact, these 
institutions would be responsible for the creation of a new kind of agri- 
-cultuml paper and an increased activity of the loan banks in the finance 
of agriculture and trade in Bengal. 


Part II. — Indigenous Banking, 

Indigenous baukiiig in Bengal has some special features which are 
no't to be found in other provinces. The point to be noted fii^st is that 
the practice of accepting deposits is not very widely in vogue among 
the bankers in this province and is confined within a very limited area. 
If, therefore, the acceptance of deposits be considered the most essential 
element of (he definition of a banker, the consideration of the general 
body of Tuoney-Iendei’s in Bengal will have to be excluded. The latter, 
however, occupy such an important place in the rural finance of Bengal 
that the above definition cannot be adhered to without unduly limiting 
the scope of the investigation. Keeping the object of the enquiry' in 
view the Committee of the Chamber have considered it necessaiy that 
th,e word should be used in the comprehensive sense so as to make it 
oquivalent to a professional money-lender. 

The second most important featuie is that now-a-duys indigenous 
bankers in Bengal mostly belong to the Marwari community. They 
are more or less scattered over the whole of Bengal except the Dacca 
<li8tiict and are bound by a (iommon communal sympathy. Jieaving 
•aside the petty village mahajans, they are more important than the 
Bengalee bankers, and their resoucres enable them to take the 

f rominent part in the domain of indigenous banking in the proT^t*e. 

t can hardly be disputed that the membei's of this communitjr still 
maintain their hold on almost all stages of indigenous banking. There 
■are on the one hand the reputed banking firms of Calcutta which accept 
deposits and extensively undertake the finance of trade and industry, 
and on th’e other, the Marwari mahajans who very often take to money- 
lending along with their retailing trade. Among the Bengalees only 
•a few bankem may be said to have attained the eminence of the foraasr 
group, while the host of them are pure money-lenders of various degree.^: 
of importance. Their operations are mostly confined to the rural areas, 
but a few of them are also carrying on their business in the mufassal 
towns. These points have to be home in mind in any discussion on 
indigenous banking in the province of Bengal. 

The functions of indigenous bankers are varied in chaTactar and 
their nature can be appreciated only by a reference to the different 
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classes of bankers. The big Marwari banking houses of Calcutta carry 
on iiiore than one form of banking business. Some of them accept 
deposits and undertake extensive lending operations. Ix)ans are ganut- 
ed against personal security thiough hiuidies which are of the nature 
of promissory notes. No distinc tion is nuide regarding the purpose of 
the loans whic^h may be given either for personal accoinniodation or 
for financing trade or industry, lioaiis are geiieially given for short 
teijns and the absence of any discrimination in ths puiposes of loans 
accounts for the uniformity of the rate of interest. l\he hundies issued 
by such l)ankers facilitate remittance of funds from one trade centre 
to another. Some of them are also known to have issued and accepted 
hundies wliic*h in esscuice aie finance hills finding a ready market for 
discount. The Marwari bankers of Calcutta, therefore, may be said 
to be familiar with all kinds of bill opeiations as is evidenced by the 
fact of their issuing, accepting and discounting hundies. The Bengalee 
bankers, who ocMUipy a position of similar prominence in the city of 
Calcutta do not, however, undertake sucdi diwrse foiins of hundi busi- 
ness, and the kind of hundies geneially ac-ci^pted l)y them is of the 
natu3*e of promissoiy notes containing a certain date of repaymeiil of 
th? loan, which is granted only for personal accommodation. Mcne 
generally llic^v insist on the mortgage of some real proi)erty or deposit 
of title deeds to cover ilieir loans. The deposit system of l)anking to 
this class of bankciis is practically unknown. 

Outside Calcutta the bankers, predominantly the Maiwaiis, may he 
classed into two important groups comprising those wlio reside in 
mufassal towns, ami those who cuutv oil their business in the up-CH)untry 
trade centres. Botli these classes very rarely confine tliemselves to 
hanking alone; ciuite a large number of them take to banking only as 
a subsidiary form of business, their princ ipal fvinciion beings tiade in 
articles of export and import. Some of iliese mercliant hankers act as 
commission agents but they often trade on their own account. Their 
banking function consists cliiefly of the grant of loans against either 
mortgage of land and dcjiosit of valiiahles or against peisonal security. 
In exceptional cases a few of them in towns ac-cept deposits. One 
indigenous banker in the Kiirseong district is lepoited even to liave 
issued cheque books to bis customers. It should be particularly noted, 
liowevcu', that such practice of either a(*cepting deposits or* issuing 
cheque books remains still an exceptional feature of indigeinios banking 
in Bengal. The issue of hundies, on tlic^ other hand, is more common, 
generally designed for the remittanc e of funds. To the extent 
suthlllaTikers in the mufassal act as mere purchasing agents, the internal 
trade of the country may be said to be financed by the wholesale 
merchant bankers of Calcutta who from time to time make advances to 
their mufassal agents. There are also some Bengalee money-lenders in 
all the mufassal towns as well as the rural trade centres, notably in the 
villages. Their banking operations, as already stated, do not extend 
beyond mere money-lending operations. In the villages they generally 
own some agricultural land and this explains why some of them are 
simply amateur money-lenders. Mxmtion may also be made of some 
itinerant money-lenders like the Kabulis who till recently were found 
to he the most readily available money-lending agents especially in 
North Bengal. They aie, however, losing their custom very fast and 
the rase of such bankers may be presumed to hav»e been ignored in the 
fcllowin^,. replies except where any special reference has been made to 
them. 


25 
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Quastion 2 » Indigenou* bankers are still largely responsible for the 
finance of agriculture, trisde and industry in Bengal. Kegardiog agri- 
culture, their importance has to some extent been minimised by the 
Mtablishment of co-operative societies but the resources available^to 
the latter constitute only a small percentage of the total financial 
requirements of agriculturists. The latter still have to approach the 
money-lenders for advances not only for meeting their cuiTent agricul- 
tural needs but also for unproductive loans which are not easily avail- 
able from the societies. The agricultmul loans proper take either the 
form of cash advances, or payment in kind such as distribution of seeds 
or cattle. The co-operative societies have yet to increase in large num- 
bers and their resources to be immensely enhanced before the indigenous 
bankers will be completely ousted from’ the field. It is uncommon that 
such bankers have been thriving even where co-operative societies have 
been established. Perhaps thie reason for this is to l)e sought in the Jact 
that the rates charged by indigenous inoney-len del’s haVe been consider- 
ably reduced and also that there are villagers, wlu) do not like to go 
through the formalities necessary for taking a loan from the co-opeiative 
societies which arc sometimes looked upon as semi-governmental institu- 
tions devoid of such synipatby as grows out of personal relations. In 
some cases the villagers are also reluctant to undertake the risk of joint 
responsibility for the debts of a society. 

The finance of internal trade of the province is almost entirely fn 
the hands of the indigenous bankers. As has been uvv^ntioned before, 
quite a large number of Manvari nier<’hant liankers in thilcutla finances 
the outward nioveinent of the agricultural products of Bengal from the 
growing centres to the port through a series of intermediary purchasing 
agents. Even where such agents trade on their own account they 
depend to no small extent on the Calcutta hanking houses for temporary 
ac(;omm(Klatioti, assuming the foiiu of discounting hundies which bear 
some of the irnddeuts of an intenial trade bill. The finance of external 
tyade, however, remains an exclusive privilege of foreign exchange 
banks. 

Again, the part taken by these bankers in the finance of iudtist»>y 
is not inconsiderable, I'he small and cottage industries of tba province 
depend large'ly on the accommodation granted by indigenous bankeis. 
The accommodation sometimes assumes the form of tht? loan of law 
materials given to the borrower on a definite understanding that the 
finished ai-ticles will be delivered at a favourable price to the imtney- 
lendar who may happen to be a trader himself. More, often, however, 
the loans to industries are given in the form of cash advances for sholH: 
periods against hundie.s. The large organised industi’ies such as tea, 
iute and coal depend less on indigenous bankers, and obtain loans from 
large joint-stock banks as well as from some loan offices. In the city 
of Calcutta, in recent years, several indigenous banking firms are report- 
ed to have given decent loans to some large organised industries but 
such loans are in all cases secured by the personal securities of the 
proprietor’s. 

QlMStion 3« No definite idea can be given regarding the amount of 
capital invested by the indigenous bankers as well as their volume of 
busihesB beyond what can be surmised from the replies given to Question 
No. 2, above The Committee are not aware of any statistics having 
been ever collected with regard to such information anywhere in the 
Xroi'^ince. The indigenous bankers observe strict economy in their 
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busmeBs expenses haTing a very simpk sya^tem of accounts and main- 
taining., very scanty staff for their branch" establishments, if any* 

The relation between one indigenous banker and another is iitd 
niutualiy helpful, although cases of mutual accommodation among them 
pe not altogpher unknown. The Imperial Bank of India is getting 
into more intimate toiicli with ihe indigenous bankers, of vvhicJi a few 
can now avail jthemselves of the limited extent of rediscount facilities 
afforded by the former. Some of the big joint-stoc k banks in Cahnitta 
now show their readiness to extend discount facilities in favoui* of 
the distinguished indigenous bankers, for whom tliey maintain an 
‘‘approved list.’’ The extent to which such facilities are availal)le ro 
individual bankers is, however, .strictly limited, but they can obtain 
loans, when necessary, on cash credit. The attitude of loan offices 
aii^ eo-opei*ative societies towards the indigenous l)arikeis in the 
mufaSsSal is one of indifference as tlie interests of the latter Iiave to 
some extent been adversely affected hy the growth and popularity of 
these in sti t ut i ons. 

QuestiOfI 5. There i.< no uniformity in the methods of granting 
loans by indigenous baiikeis all over the province but it may be safely 
observed that in tlie inajonty of cases the borrower has got to furnish 
some sort of security. Tlie most usual form of security is the mortgage 
of land but in many cases valuables such as jewellery are also pledged. 
In some cases loans are giveri against promissory notes and cases 
of loans even without any security are not fil together unknown. In the 
city of Calcutta loans are frequently given against hundies which to all 
intents and purposes are nothing but an a<*coinn)odation paper. In 
the nuifassal where loans are given apinst mortgage of land, regular 
documents are drawn up, and a receipt is given where valuables are 
accepted as security, acknowledging the receipt of articles and speci- 
fying the loan for which su(di articles are deposited. Where no secnirity 
is offered, an entry to that effect in the liooks of the lender is consi- 
dered sufficient. In some distiicts loans or advances against standing 
br friture ciops (ommonly known a.s ‘Madans” are also in vogue, but 
^ucli loans are growing uiijiopular. 

The different kinds of loans as set foith above are in all cases 
given in cash. Although cash loans are becoming more common than 
formerly, loans in kind in the rural areas are far from extinct. Tlius 
when the grains stored by cultivators for home consumption run slioit 
the village money-lender, who is also a dealer in grains, provides (he 
former with the necessar^^ amount and stipulates for the return of a 
rriUcli large/ quantity, usually 50 per cent, more, than what is origi- 
nally provided. Such a form of loan often proves opiiressive to the 
cultivator and is gradually disappearing in places where r-o-operative 
societies have been established to relieve cultivators in such plight, 
IvOans in the form of cash credits are unknown in the rural areas. 

The terms of loans in the mufassal vary according to the nature 
of the security furnished by the borrower "and also depends to some 
extent on the nature of the lender. Where the money-lender is addicted 
to usury he never fails to exact very advantageous terras from the 
borrower. Where the money-lender is more liberal, the teims may 
be considered fair especially if the scantiness of the security furnished 
by the cultivator be taken into account, Tx>ans are u.sually given for 
sbort periods but they often continue over many years at a compound 
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rate of interest. The leiHlei\s do not evince any keenness for realisa- 
tion of tbe principal so long as the interest is regularly paid. 

The nature of the loans given to cultivators calls for serious atten- 
tion. As already stated the money-lenders hardly make any distinction 
between productive and unproductive loans and the improvident 
fhaiacter of the borrowers as well as tlieir colossal ignorance do not 
impel them to malce any distinction in tlie different lands of loans. 
The result is that unjnoductive loans are fieciuently obtained by culti- 
vators involving them in peipetual indebtedness. 

The indigenous bankers in Bengal liave generally sufficient 
resources of their own to be aide to meet the usually slender demands 
oj' their customers. In cases where their funds run short they are 
readily a(*(*o?nmodated In other hankers. In Calcutta they can avail 
ihemselves of tlie discount facilities afforded by some joint-stocl; 
banks to tide over a jjeriod of monetary stringency. 'Fhe practice 
of depositing witli the post office savings hanks oi* tlie vaiious loan 
offices is on the inciease. I1ie co-operative credit societies are aL^o 
attracting large deposits. I'he i\Joiiey-lenders Iiaving often a surplus 
casli at their own disposal hajdly feel any urge for attracting (lex)Osits 
fj’om outsiders. 

The discount facilities Intherto obtained l)y indigenous bankers 
Imve been considered ade([uate for meeting their requirements. Such 
bankers as carry on a discount business are sufficiently resourceful 
for the ordiTiarv course of tlioir business and can rely when necessa!,\ 
on advaiu'cs from otlier bankers rather than have their bills rediscMuint- 
ed by some hank. It has l)een mentioned already tl)at the demand 
for rediscount facilities haidly occuis anywhere excex)t in tlie city of 
Calcutta. The Committee of tlie Chamber would, [jowever, suggest that 
for the development of a bill market in the province, the discount 
laeilities sliould be (onsiderably incieased and made availalile in 
all the U])-country trade centre.^ in ordei iliat the use of liundies may 
grow more })opular. It is giatifying to note tied a few loan (Ifices 
have already uiideilaken the business of discoiuiting ])undies, for winch 
they publisli their rates. The nnnilier of sucli loan offices is, Jiouever, 
very small but their e.xanqile may easily he followed by other loan 
offices. Tl\e large amount of (ash whicli is still carried iiersonally 
by iner(‘hants from one place to another, or remitted through postal 
insuranee or mo:vey ordei’ am])ly jiroves that there is yet a large lielu 
of business left open to the loan offices if only they care to undertake 
the business of hiindi discounting under proper arrangement made 
between themselves. 

Ouestion 6. There is a remarkable divergence in the rates charged 
by the different edasses of indigenous bankers in tlie various (iistricts of 
Bengal Even in the same place the rates are not the same for all 
Kinds of loans They depend to some extent on the financial standing 
of the borrower and also on the nature of the security furnished by 
the kitter. Still it may be said in a general way that the rates vary 
^vithin the extremes of 1? and o7i per cent, per annum. The interest 
paid in kind sliows still less uniformity but it may be presumed that 
commuted in money value it scarcely comes below^ 25 per cent, the 
more usual rate being as high as 50 pei cent. 

The Committee would in this connection refer to the oral evidence 
of Mr, S. N. Koy of Burdwan published in Volume IV of the Report of 
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the Royal Commission on Agricuftiire on page 646 in which the wit- 
ness stated that in his part of the province loans could he ohtainetl 
from money-lenders at a rate of only 12 per cent, while tlie co-operatis^e 
societies charged a rate of 12^ per cent, in the same locality. This, how* 
ever, is an example of exceptionally low rate quoted by money-lenders 
in the rural areas. For the other extreme the Committee would refer 
to the following passage in '' The Economic Life of a Bengali District 
(viz., Faridpur) by J, C. Jack: “ Once a debt has been incurred it 
mounted up with amazing rapidity. The interest is high, never less than 
36 per cent., often 41 per cent, and more; and the interest is added lo 
the principal every year and sometimes every lialf yeai*, when it h 
usual to the money-lender to take a fiesh bond for tlie increased 
amount. Perhaps half the total debt throughout the district is really 
the result of compound interest. In almost every case in which an 
enquiry has been made the sum whi(*h tlie cultivator actually received 
trom the money-lender is far smaller than tlje sum mentioned in the 
boinr* (pp. 100, 101, iSecond Impression). 

In the city of Calcutta where loans are obtained either against 
liiindies or other securities the borrower having generally a better 
(Tedit gets the benefit of a much lower rate. In the mufassal towns 
such accommodation is available at a rate which varies round the mean 
of 18 per cent. 

\o organisation of the indigenous l)ankers in the mufassal is likely 
to bring down the rate. The rate has already l>een rediued consider- 
ably owing to the extraneous comiietition of lojwi offices and co-oi)erative 
societies. Tlie high rates still obtained by some money-lenders is due 
to the scantiness of securities furnished for the loans and sucli rates 
must prevail so as to cover the heavy risk run by the money-lenders. 

A reduction in the rates of interest will undoubtedly (*onfer some - 
benefit on cultivators. It will at least enable them to renew tlieir old 
loans with (‘omparative ease and extenuate the burden of the annual 
charge of interest. But so long as the mass of cultivators remains 
steeped in ignorance and letains their old improvident hahit.it is much 
to be doubted whether any facilities for cheaper loans will tend to an 
appreciable improvement in tlieir standard of living so as to eiialde them 
to spend moie on agricultural improvements, better agricultural imple- 
ments, etc. Foj* the attainment of these results some sort of control 
over the expenditure of the eultivators is necessary and tliis can he 
exercised only through institutions like co-ojierative medit societies. 
Besides, the standaid of living and method of cultivation do not 
rlepend on the loan facilities alone — for the menial horizon of the 
(ultivutors has to be widened still further by better education as well 
as by experimental dernonstjatioii of up-to-date methods of cultivation. 

Question 7* There is no prejudice against the indigenous bankers 
propei’ly so-callecl except what is naturally attributable to tlie manifest 
inequality of wealth. There are some families of di.stinguished indi- 
genous bankers in Calcutta who never cater for small business but fur- 
nish big loans against most reliable securities. In such cases both the 
parties to a loan can avail themselves of sound legal advice before the 
transaction i$ completed. Such transactions are divested of all secrecy 
as to their legal incidents and the borrowers are not supposed to be pui 
under any undue influence of the lender who is thus saved from all 
criticisms. In the rural areas, however, the village money-lender 
often has not the same reputation for integrity and it is not without 



reason his clients in many eases "look upon him with suspicion and 
«we as neiiifr armed with a dangerous power. The borrower in the 
inufassal further does not like to execute a hundi whicfc is invariably 
demanded by the lending Marwari merchant banker. 

The indigenous bankers have in all cases a very keen judgment 
regarding their business, and their conservative practice deter them 
from entertaining proposals wliich may in any way tend to a loss 
of money. They are Mell aware of their position in the eyes of 
law and take sufficient care to cover their transa(*tions with various 
kinds of securities. In such circumstances further legal protection, 
at least so far as the lender is concerned, is uncalled for. 

The manuei of the transactions of established houses of indi- 
genous bankers in the cities may be regarded as sound. The 
dealings of money-lenders in the rural areas, on the other hand, 
are not always above criticism. Some of these favour their clients 
with loans spent on extiavagunce and allow the latter to indulge in 
frequeni borrowinga till at last they find theniselves so much involved 
that they find no way of escape but by surrendering their landed 
property. Cases are not unknown where the money-lender takes 
advantage of the illitera(*y of the borrower and prepares a bond to 
the obvious detriment of the interests of the borrower. In some cases 
even the i)ayments of interests by the borrower are not properly 
acktHUvledged, and where loans are given bj mere entries in the books 
of the money-lender, se]‘ious manipulations are reported. 

Such and similar defects can be remedied only l)y devising som«3 
means which will put a check on the cultivaC)r\s power of mortgaging 
his property and further ensure that all the transactions of the money- 
lender will be kept above board. The Committee of the Chamber 
think that some measure of the nature of the '‘Punjab Regulation of 
\ccounts Hill of P)2(>.' ’ which was juissed by a majority of the IMxnjab 
legislative Council but was disallowed by the (Tovernor, should be 
adopted in, this province with proper modifications for the protection 
of borroweis in the rural areas. 

Question 8« In tlie opinion of the Committee the way by which 
the services of tlie indigenous bankers can be rendered more useful 
to tlve community is to explore some method by wliich they may be 
more intimately coniieided with the money market. The Committee 
have considered tlie suggestion of many eminent banking experts that 
some means should be devised for developing the indigenous bankers 
into full-fledged bill brokers like those of London. But they are defi- 
nitely of opinion that sucdi transformation is not jiossible in the present 
cinminstances. At present the indigenous bankers have, in most cases, 
ample resources of their own to save tliemselves from the necessity 
of going frequently to the joint-stock banks for rediscount of hu^ndies. 
Besides, they are not to be expected to confine themselves to this single 
iteirf o* banking business so long as the supply of bundles remain 
scanty enough not to cull for the employment of all their funds. The 
Committee, therefore, consider it a matter of greater importance^, that 
fornjs of commercial paper should be called into being in orden;'^ 
the indigenous bankers may find in them a profitable source ot in- 
vestmeiil One way of increasing the number of credit instruments^ is 
t<* establish licensed warehouses on professional basis issuing scrips 
transferable by proper endorsements. The establishment of such 
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waroLouses will at once call into existence a large nuinlfer of agri- 
cultural anti commercial papers wliich will find a ready mariceft for tiis- 
count. This i|ould open for the indigenous bankers in the mufassal 
avenues for the employment of their funds as the discountiiig agents of 
papers which will arise from the establishment of warehouses. The 
leading indigenous bankers in the cities may further be induced to 
organise themselves into Trusts and develop new forms of business, 
notable among which will l>e the systematic finance of large industries. 
The indigenous bankers outside Calcutta can hardly (‘onfine themselves 
to the finance of agriculture which will be increasingly attracted by the 
co-operative ci edit societies. A more progressive line of action has to 
be chosen by them if they are to retain their traditional distinction, 
•ill eady they are faeinjy: the competition of loan offices and the credit 
societies and they will not he able for long to move in old (conservative 
lines. Happily they are not unreasonable and they do not fight sljy 
oi new methods only because ibey are new. They are often agreeably 
disposed towards new modes of business only it they are convinced 
thaf it will serve tlieir interests blotter than those forms of business 
to which they have been accustomed hitheito. 

Question 10. 'ri»e indigenous bankers generally manage to meet the 
slender demands ot their ( ustomers tor ac'connnodation. The (luestion 
has l>een partially answered in reply to Question No. 8 wheie it lias 
been suggested that the city bankers slioiild organise themselves into 
Trusts. This would (onnect them very intimately with the money 
inaiket throiigli the cominendal [lapers which they will call into being. 
Many indigenous bankers in Cabuitta have already begun to take part 
ill the finance of industries but the method they have hitherto followed 
has to lie viewed as dangerous as the loans being generally given in the 
form of temporary acc oniinodation are often responsible for tiie transfer 
of management to the lender, Ifesides, no distinction is made by them 
between oidiiiary personal loans and industrial borrowing at least 
eo far as the rates of interest are (oncerned. Tlie setting up of I’rusts 
would introduce a change in the angle of tlieir vision and fill up a 
gap in the hanking ojganisation of the country by providing a most 
resourceful agent for the finance of organised industries. 

It is not possible to establish any kind of I)ank8 in the various 
districts witli whic h tlie indigenous money-lending bunkers will be 
easily persuaded to associate themselves. 8o long as they can relv 
on their own resources they will not be inclined to have recourse to 
the banks. It is quite likely, however, that these bankers will not 
for long continue to remain safe from the competing forces of joint- 
stock banks as the latter are having an ever expansive clientele. 
Eventually the money-lenders may find it wortli while to change 
their method of operations. They may find their ordinary loan opera- 
tions considerably curtailed so as to induce them to divert their 
funds more and more to the disf^ount of (‘ommendal papers of wliich 
the number and variety have to be increased. Sueli papers may pro- 
vide a common platform for the money-lenders and ordinary joint- 
stock banks through the discount facilities and temporary accom- 
afforded, if and when necessary, by the latter. In places 
wneire no joint-stock bank has been established, such money-lenders 
may themselves be persuaded to set up one, on w’^hich they would 
liaye absolute control. In both cases the danger of a competition 
between money-lenders and joint-stock banks could be safely avoided 
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entailinij no loss on either party. In no case should branches of out-, 
side banks be established, as such branches are not likely to be opened 
on^ paying basis. 

Question 12. The Coiumittee do not think that any large amount 
of cash lies idle in the liands of mufasssil money-lenders. Such of them 
as act in the capacity of commission agents do not usuallj’- have any 
surplus. Tliose who trade on their own account obtain advances from 
the city bankers and return the money soon after the harvesting 
season is over. The money thus returned can hardly be called a suriilus. 

In the case of the city hankers, however, a surplus of a seasonal 
Character is availalile. This is kept on short term deposit by the 
bankers with the big joint-stock banks and is drawn as soon as any case 
for more leraunerative employment presents itself. 


Part III. — Investment Habit and Attraction of Capital. 

t 

Question 1e The existing lesoiiif^es of the province can hardly be 
said to he satisfactory. Theie are vcM-y few banking institutions, jiro- 
perly so called, outside the city of Calcutta, ami the task of attra(;ting 
surplus capital of the people has fallen on the large number of ioan 
offices, the co-operative societies and the Post Office Savings Banks, 
which are providing the people with all the means and the institutions 
available for tlie investment of their savings, llegarding the amount 
available for investment by a joint-stock bank wit!) a paid-up capital 
of more than lls. 1 lakh as uell as by co-operativ^e credit societies 
leference may be made to twf) separate (tovernment publications for 
the latest year, viz., Statistical table relating to joint-stock banks 
in India and the Statement sliowing the Progress of (.V.)-operative 
.Movement in India. As for the resources of tlie various loan offices 
of which there are 800 in number it is estimated by the Committee 
of tlie Chamhei’ that tlie combined capital of these banking iustitu- 
timis is about lls, 1,00,00,000 or an average of Rs. 1L\500 and the 
amount of deposit c ommanded by them roughly about Rs. 25,00,00,000. 
on an average estimate of Rs. 3,12,500 per loan office. The Rost 
Office Savings Banks do not lend any money to the public. The 
introductiou of “home sate'’ boxes by the Co-operative Depart- 
ment lias also fjeeii to some extent successful in ta]ij>ing the surplus 
lesoujces of the cultivators. Considerable amount of work is lieing 
done by these institutions, but still only the fiinge of the problem has 
been touched, as there ai*e yet many villages having no loan office, 
savings bank or a co-operative society within a radius of 10 or 12 
miles. No wonder that liecause of su(*h scanty scope for depositing 
the surplus capital in sm*h a way as to benefit tiade and inclustry 
people are in some places led either to hoard whatever surplus money 
they may have or convert the same into silver and gold. 

It may. however, be seriously doubted whether an increase in the 
iiumlier of banking institutions will alone prove sufficient to stimulate 
the banking habit of the people to such an extent that the latter 
may be induced to discard their habit of hoarding altogether. The 
problem of hoarding in India is indissolubly connected with the cur- 
lency polic y of the (TOvernment. So long as an effective gold standard 
is not introduced in India making gold easily available to the people> 
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the pnw'tice of hoardin<r will not completely disappear. The vissici^ 
iudeft of the history of Indian cnrretiey and the indecisive manner in 
which currency problems have been handled by the Government hither- 
to are responsible for the fact that tlie people of India look upon gold 
as a store of value, which they do not attribute to the rupee currency. 
So long as the underlying reason of this distrust is not removed and a 
full-fledged gold standard is not conceded to India, the practice of 
boarding will remain more or less a permanent feature of the economic 
liabit of the Indian ])eople. 

Question 2. The Postal Cash Certificates have undoubtedly been 
very popular in this province. For increasing its use still further the 
Committee of the Chamber would suggest that the rate of interest 
should be restored to the original rate of issue. Depositing in the 
Post Office Savings Banks and investing in Postal Cash Certificates 
are generally resorted to by the middle-class people. The restrictions 
that are imposed at present on the Ravings Bank such as those relat- 
ing to withdrawal only once in the week and to the maximum amount 
of deposit slioiild be removed. The inteiest paid on deposit should 
be increased and raised nearer to the market rate. At ]i»'cHent the 
l\)st Office Savings Bank Act does not permit tlie opening of accounts' 
at more than one post office. This causes much difficulty to traders 
wlio have to move fjom place to place. It is necessary that suitable 
amendments should be made for allowing the withdrawal of money 
from any post office under special pay orders issued by the post 
office with which the account is opened. The Committee of the 
Chamber would, however, urge at the same time tliat the banking 
operations of the Postal Department should be proi)erly regulated, and 
must not be allowed to militate against the healthy developnituit of 
other banking institutions, whose interests are mainly provincial, tlieir 
funds being employed in local investments. 

Regaiding the alleged competition between the financial operations- 
of the Government and ordinary banks it may be noted that the 
issue of I’ostal Certificate has to some extent adversely reacted on the 
volume of dej)osits atti*a(ded by the savings bank departments of the 
%arious banking institutions. The issue of tieasury bills, how'ever, lias- 
affected the deposits of banks in Calcutta alone. 

Question 3. The various types of Government sto(dc.s are issiuxl 
through the Imperial Bank and also through some xiost offices. After 
the issuing fumdion is over such stocks are dealt with only in the »Stock 
Exchange in Calcutta. Xo facilities are available for selling such sto<*ks 
in the miifassal wlieie these can be transferred only through personal 
trajisacdions, theie being no regular market. The Committee of the 
Chamber have no suggestion to make regarding better facilities for 
making these available to small agriculturists and small investors of 
the country, who have not generally enough surjilus to invest in such 
securities. 

Among securities other than those of the Government the most 
notable are those issued by the Corporation of Calcutta, the Calcutta 
Impiwement Trust and the Calcutta Port Trust. The banking facili- 
ties may be regarded as satisfactory although these are not largely 
availed of beyond the city of Calcutta. The brokers who deal in suclv 
securities on their own account obtain fixim banks about 75 per cent, 
advance against the deposit of first class paper and about 50 per cent. 
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^against those treated as serond class. The interest charged on such 
advance is moderate, scarcely exceeding 9 per cent. 

The money received by cultivators through the sale of their 
products is spent partly for paying off debts and partly for obtaining 
necessary articles such as cloth, utensils, etc. Scarcely any surplus is 
left to them after such expenditure; only a few may have the fortune 
to put by some surplus money in prosperous years, which, if not spent 
on extravagance, is either hoarded or given as loans to fellow-culti- 
vators at tlie prevailing rate of interest. 

Question 4, The use of cheques is practically confined to the city of 
Calcutta where, however, it is increasing by rapid strides. Within the 
oity tlie business community and the literate people have become 
familiar ivith the use of cheques. The abolition of stamp duty on 
cheques has uiidoubted)\ been a beneficial measure as it has stimu- 
lated im ieased use of cheques. The Committee of the Chamber 
are unable to concur wuth the view that the cheque habit can be 
further promoted by the payment of Government servants and bank 
4>mi)loyees getting a salary of Rs. 100 by cheques without entailing 
anv difficulties on them. Tlie amount of salary of persons who may be 
paid by chefiue.'r should not be less than Rs. 250 iier mensem. 

Question S« The Committee of the Chamber believe that the bank- 
ing and investment habit in India have been steadily increasing, 
.although the rate of progress has not been ver> satisfactory in compa- 
rison with that of progressive countries like Japan. It is to a great 
efxtent due to the deplorable ignoran(‘e of the illiterate masses which 
has been perpetuating their clironic indebtedness. In these circum- 
stances no effort should lie spared for their rescue and the improvement 

their economic position. Any propaganda by the Government will 
3iot, however*, prove an effective remedy for the economic ills of impio- 
vident habit due to the hopeless ignorance of the poor cultivators. It 
may inspire a few but for the masses nothing short of the enforcement 
of a scheme of compulsory primary education, including in its curri- 
culum the elements of tlie subje(*t of banking, will be able to turn the 
tide. Propaganda work may, with some success, he carried on by the 
'V arious co-ojierative societies. 

It cannot be said that the opening of branches by the Imperial 
Hank of India has not conferred any benefit on the banking position 
of the country. But it must be admitted that the suc‘c;ess that has 
been achieved by the branches falls far short of the expectations of 
"the people in the matter of providing proper financial facilities to 
'agriculture and those other industries for which India cries aloud. 


The NarayanganJ Chamber of Commercei 

Part I. — Agricultural Credit and Credit Facilities for Small Industrias. 

Question It (1) In thivS district agriculturists generally obtain 
finance for (n), (?>) and (c) from the village money-lenders called Maha- 
Jaus, from co-operative credit societies, if there be any in the neighbour- 
nood, or from private loan offices, and invariably from their own semin- 
4ars w^ho always domineer their raiyats in consequence. 
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(ii) The rates of interest charged vary from 50 per (ent. to 150 per 
cent, per aniuiiu in proportion to security given and more per month 
from the Mahajans, but considerably lower rates are charged by the 
co-operative credit societies. The latter, however, demand better secu** 
rity and the result is that only the more substantial raiyats are in a posi- 
tion to deal with them. 

The stated period of the loan is generally from 0 months to a year, 
but in practice the raiyat is seldom able to clear hinivself and he gets 
further into debt every year, until a good year comes along when he 
can dispose of his dues. 

The security ottered and accepted is standing crops, liomestead and 
land. Secured loans e([iial 75 per cent, and unsecured 25 per cent. 

(///) Seventy-five per cent, loans are secured and the rest unsecured 
given out in ordinary handnotes or ’‘Tamaksiik.” These are not regis- 
tered. Government lielps tlie cultivators in case of famine or flood and, 
in exceptional circumstances, by loans known as “Takavi’' or advance. 
It is just to emible the cultivators to tide over the difficulty existing at 
the particular moment. They do not help the cultivators generally, 
as a practic e — not at least in liengal. It might be so in other provinces. 
The Imperial Bank makes no advances to helj) cultivators, neither do 
the joint stock banks. (V)-operative banks help as much as possible but 
keep within the limitations imposed by Government rules and regula- 
tions controlliiig the loans to be given out. (kiltivators as a rule prefer 
money-lenders, because they are more easily a])proachable although the 
interest is higher. In cases of advances made to cultivators the co- 
operative l)anks brook no delay when the repayment is d\ie, and issue 
certificates to attach property without giving the cultivators any exten- 
sion of time unless in exceplional cases, whereas with money-lenders 
there is no such fear. Money-lenders have to go to the Civil Court to 
realise their money, wliich is a cumbersome ancl long-drawn out process 
where the borrower can hold up repayment in many cases for some con- 
siderable time. There are also a number of loan companies — limited 
concerns, but they never give out money without sec urity of property 
and are practically as bad or as good as the professional money-lenders. 
Mercliants and dealers are known to advance money sometimes against 
crops, but not to any big extent, in Bengal. 

(/r) We estimate that cost of producing tlie entire jute crop is about 
Rs. 36 crores, of which an estimate of 40 per cent, may be recpiirecl in 
loans before the crop is marketed. 

(r) The Mahajans and zemindars are chiefly responsible for the 
poverty of the cultivators, charging as they do fabulous interest on the 
money they lend. They do not encourage repayment but rather try to 
get the raiyat further into their power. 

If Government supervised the work of all co-operative credit societies 
and loan offices, and fixed a standard rate of interest on secured loans 
and introduced legislation to enable them to restrain the activities of 
the Mahajans, the position of the cultivators would be greatly improved. 

(ri) There is little or no co-ordination among the various credit 
agencies and we consider there is great scope for improvement in that 
direction. 

What is required is a low uniform rate of interest on secured loans 
and initial assistance from Government to enable the cultivators to break 
away from the Mahajans. This suggestion seems to us the crux of the 
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whole ftituation, but very gre^t care and attention by reliable authorities 
would be necessary to see that only deservinj? cultivators got the neces- 
sary assistance, and that after a course of years they had made at least 
an attempt to keep their homestead free of debt. 

Question 2. (/) Jute . — Beparies or middlemen visit the homesteads 

of tJie raiyats and buy their jute as it becomes ready. They in their turn 
sell to other beparies in the various village hats, who ttirri the jute over 
to the numerous baling firms stationed at all the large centres. 

The <*ultivator certainly cannot hold his jute for better prices for 
any considerable period. But the middlemen or wealthier inhabitants 
of the village do all the holding of jute for better prices by financing 
the raiyat (luring tlie period f(»r which llte jute is lield, and this has 
become more prevalent since 192() when they made fabulous profits and 
pul up (orrugated iron sheds all over the (rountiy in order to store up 
their holdings, thereby minimising the risk of fire. 

(//) The (! 0 -()perative effort generally in marketing produce is sound 
on principle, but is impossible in Bengal until tlie cultivators' standard * 
of education has l)eeii raised very considerably and until the co-operative 
banks and societies are run by men wdu) consider tlie public welfare 
before their own pockets. 

(Hi) Yes. There is a Co-operative Sale Society in Xarayanganj, 
which is linked to tlie central organisation. 

(iv) Alrea(|v dimlt with. 

(r) There is no difference as the jute when it gets to the exporter 
is in hands of merchants of cc.nsideralde standing in the trade and are 
finani’ed thi'ough the channels of business, i.e., from recognised banks 
in Calcutta and other big centres or by jute mill owners. 

(ri) Both (u) and (h) are financed by mercliants during the marketing 
season up to the time the jute comes forward to the largest centres, when 
Calcutta banks give credit to the merchants. 

(vi-a) Financing at these stages are done by tlie various banks in 
Calcutta at the usxuil bank rate of interest, either on liypotliecation of 
goods or ccdlateral security or both, which seems to work satisfacdorily, 

(r/-/>) The growers of produce in India would first of all have to 
ac(T|uire a little more intcdligence by education and then form themselves 
into sectional or district associations for (outrolling tlie juoductlon and 
marketing of their produce in proportion to the existing demand^ which 
would give them a much better return than at present, when the supplies 
are invariably in excess of the demand. 

(rii) No. There is no question of monopoly or quality; the reason 
for lack of hanking facilities is due to the backward state of education 
a m o n gs t cul t i va t < > i s . 

(rill) Hail, steamers and (/oiua services and motor-boats. 

(f:r) The existing facilities for internal remittance are entirely and 
absolutely inadequate as regards the jute trade in the mufassal districts 
of Bengal. 

Branches of banks are few and far between and are only jilaced in the 
principal cities and towms. Consequently verj" large sums of hard cash 
have to be sent daily during the jute season from these centres, out into 
the outlying districts, necessitating journeys of anything from 10 to 80 
miles, and sometimes through country which is inadeqnately policed. 
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The mode of travelling is sometimes by mil or steamer or uiotor-boat 
service, and sometimes all three combined, while part of the journey luis 
oftentimes to be done on foot. This cash, however, is invariably sent 
in charge of an armed guard, but in these days when crime, political and 
otherwise, seems on the increase, even these arnietl guards are no match 
for organised bands of dacoits or thieves, and organised (la(‘oits have 
become more prevalent during the past year or two, whi<‘h all tends to 
hinder or restrict business operations. In our opinion a great improve- 
ment in the present conditions could be t^tt’ected either by the o]>eniiig 
Uf) of bank })i*an(die.s in the various big markets, during the jute season, 
or by some ariangemcnt wl!erel>y (roverjurneni treasuries could su])])ly 
the necessary iinam e re(}uired for the trade. This would do away with 
the present system of roiumer'cial firms having to send liaril casli to dis- 
tant places in the mutassul, and thereby lesson the risk of thefts or 
dacoities. 

(,r) No |)ar< is ]>layed in internal trade by negotiable instruments — 
all cash transactions. 
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The Agenti Imperial Bank of India, Dacca Branch. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. d) For the purposes laid down in (a) and (b) and also 
sometimes owing to failuie of monsoon or other unfavourable crop con- 
ditions tlie usual course adopted by cultivators is to obtain money from 
country shroffs or from mahajans. They also obtain loans to a small 
extent from (‘o-operat i ve sexvieties. Zemindars also in varia 1)I>" give 
loans to their tenants and domineer their raiyats in consequence. 

Th.e money re(iiiired for revenue, rent, etc., is met by selling their 
jute crop. 

In the case of the winter paddy (uop die necessary finance which is 
small in comparison to jute is found Iw the profit on selling juie in 
July — October. 

(//) Hates of interest vajy very consideralily in tlie various distrirds 
and the quesTion of the value of the security given also affects the inter- 
est charged, 

Mahajans’ charge on what is considered good security — homesteads, 
jewellery and land rates varying from 12 per cent, to 25 |)er (ent. jier 
annum. 

Unsecured loans to lespectahle raiyats from 3(5 per cent, to 50 per 
cent, per annum 

For temporary unsecured loans from 100 per cent, to 150 per cent, 
per annum is the usual interest. 

The stated period of the loan is generally from (> montlis to a year 
but in practice the poorer raiyat is seldom able to clear his liabilities 
until a good crop or high prices come along, which may he taken as 
once in five years. 

There is considerable diversity of opinion as to the percentage of 
secured and unsecured loans and these vary very consideraldy aci ording 
to different districts. Giving a very rough estimate we would estimate 
60 per cent, are secured and 50 per cent, unsecured. 
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In areas where there are credit societies the interest charged- 
much less than a}x)ve but these societies demand really good security 
60 that only the more substantial raiyats are in a position to deal with 
them. 

(/r) The jute grown in Bengal, Bihar and Orissa and Assam is 
approximately 100 lakhs of bales of 500 lakhs of maunds. The cost of 
cultivation varies in different districts, but the general trade view Which 
is corroborated by the Department of Agriculture is between Rs. 6-8 
to Rs. 7-8 per maund. Taking the average therefore at Ks. 7 the 
total amount of capital required for financing the jute crop would be 
Rs. 35 crores. 

Very little borrowing is necessary for financing the paddy crop in 
Bengal! 

Question 2. (/) When the crop (j'*te) is ready the interior villages 

are thronged with fariahs with their own boats and generally financed 
by iij>-couiitry baling firms. The fariahs are in daily communication 
with the conRuming markets and buy usually direct from the culti-^ 
Tutors. The cultivator is able to hold his jute for better prices and his 
ability to do ho seems to increase every year which would point to an 
iinprnvemeni in his finan(*ial position. The wealthier inhabitants, not 
necessarily cultivators, in the intermr however are im reasingly inclined 
to speculate and buy under the market price from their own raiyats if 
they are zemindars. Numbers of the latter class made fortunes during 
the high piice year — 1926. 

(/?•) The beparies are financed by the middlemen or aratdars and 
also to a large extent by the jute baling firms. The bepari usually 
owns his own boat or boats and sends his ‘‘Mallahs” into the interior 
with an order to buy at a certain fixed price ac(*o] ding to quality. The 
bepari very often deals with the maha jan who lias already lent money 
to the cultivator and the mahajan is able to dictate the market price 
and make the cultivator sell under the true market rate. If there 
is a,ny unnecessaiy delay the mahajan informs the cultivator that he 
will want a higher rate of interest next season if he refuses to give his 
jute at the price agreed upon by the bepari and the mahajan, 

(r) There is no difference as the jute before it gets to the exporter 
or consumer is in tlie hands of merchants of standing in the trade and 
is financed through the usual channels of business, i.e., from recog- 
nised bankers in Calcutta or by jute mill owners. 

(viH) Chernies; Bank drafts and Telegraphic Transfers; Supply 
Bills; Povst Office Money Orders; Currency Notes by post; Shroff’s 
hundis; Currency Transfers. 

Demand bills drawn by jute merchants on their Calcutta 
Agencies for the purpose of obtaining funds to finance purchases of 
raw jute. 

Demand bills accompanied by shipping documents drawn by jute 
raerchapts on parties who have purchased their jute. 

Bills payable on demand or payable at a determinable future time 
(accompanied by documents) diawn by sellers of merchandise on the 
purchasers. Such bills are generally sent to a Bank for collection of 
proceeds from the drawee against delivery of the relative documents oB 
payment or acceptance of the bill. ‘ 
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l-ilt) Four different forms of hundis written in vernacular are gener- 
ally used in this locality. Following is a translation of each of these- 
foraas: — 

I. 

Drawee 

On demand please pay to or order the sum of 

Rs, received to-day from Babu of Dacca. 

Date 

{Demand draft issued hy local Bankers on their Calcutta firms.) 

II. 

Drawer 

Received to-day the sum of Rs. from 

of Dacca. On receipt of this Huiidi at Calcutta please pay the amount 
to Babu or order after it has been duly receipt- 

ed on the back. 

Dated Dacca, the 

{Hundi used hettreen Shroffs.) 

III. 

To Babu 
.address 

On demand I promise to pay you or to your orde- the sum 
Rs. for value received. 

Dated Dacca, the 

{Demand Promissory Note.) 

IV. 

To Babu 
Addresj 

Sir, 

30 days after date I , son of 

(address) , promise to pay you the sum oF 

Rs. for value received. In default of payment on due date I 

shall be liable to pay interest at per cent, per mouth till the date- 
of payment. 

Dated Dacca, the 


(Usance Promissory Note.) 
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« 6 . 

The Agefit, Imperial Bank of Imjlia, Asansol Branch. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (/) (a), (/>) and (c) By loans from professional money- 

lenders, who make distinction between capital retiiiired tor general agri- 
cultural purposes, and money needed tor domestic wants and ceremonial 
expenses. 

(//) Hates ot interest vary with the credit and nature of security 
offered. The rates for settured loans are usually He. 1 to He. 1-8 per cent, 
per mensem. The security offered is nearly always in the form of mort- 
gage of agricultural land. Hates for unsecured loans are 2 per cent, or 
even more per mensem. 

(Hi) (xovernment grant loans for agricuiltural yturpose.s but tlie.se are 
of no real assistance. C'o-operative banks are of assistance to the agi i- 
ciiltiirists, but they do not have sufficient resources to deal wdth all tlieir 
requirements. The cultivators, who are also veiy illiterate and 
ignorant, do not understand their methods. The professional money- 
lenders and local luerchanis and dealers, wliose rates may be Irigli, are 
at present, lire only people who are of any real help to the ( iiliivators. 

(r) Defeids in the ])resent system of financing agrir ulture are mani- 
fold. Finance is practically confined to a set of peo|)le trading as pro- 
fessional money-lenders. Tire village money-lender also usually deals 
in commodities and the cultivator, who is geiieially heavily in del)i, has, 
after |)aying (lovernment taxt^s, rents and interest on loans, often to ob- 
tain the bare necessities of life from him, during the year on credit. The 
illiteracy of the culti valor and the temptation lie has to relieve present 
necessities by mortgaging his future income and even his cajiital, has 
led to a large increase in indebtedness and eventually inariy of them lose 
their land. In spite of the high rales of interest charged by the money- 
lender, it is at ])resent, almost iin])ossible for the cultivator to carry on 
his operations witliout him, in the absence of any other source of finance. 
The only remedies ajipear to be either some form of Government control 
over tliese money-lenders, or the growth and spread of a well organised 
oo-operative movement based upon the careful ediu'ation and training 
of the cultivators themselves. 

Question 2. (/) Tlie |)rincipal crops are sold to the money-lenders 

and merchants in the village markets. These peo])le hold the stocks for 
five or six months when thev send them for sale for export to district 
centres. The raiyat is unable to hold his crop for a better price owing 
to Ills heavy indebtedness, and lie is compelled to sell his products to the 
money-lender at whatever prii'e the latter is prepared to give. 

(//) As long as the cultiyalor remains so much under the control of 
the money-lender the formation of pools is not likely to be a success. 

(///) None in this district. 

Ov) No facilities now exist; much might be done if advances at 
nvoderate rates of interest could be arranged by co-operative societies 
against produce hypothecated to them. 

(r) I do not think so, 

(r/) The merchants and dealers stock the produce imraediately after 
harvest in village hats, mokams, etc., whence they export it to district 
^lentres. 
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(w) (a) The money-lenders and merchants trade on their own capital* 
Where there is a Branch of the Imperial Bank of India they are able to 
take advances against the stock. In order to improve the existing 
financial facilities available for the movement of imported or exportable 
articles expansion of branch banking of some lentralized institution 
is necessary. 

(vf) (b) I do not wholly agree with this idea. The only wav the 
growers of produce in India can get a better return for their produce is 
by increasing the quaiiiity, and improving the quality, of their outturn, 
but this will not help them much at present as the middleman, who 
purchases their produce, is imlined to buy rather in quantity tlran in 
quality, and it is only when an improved variety has been grown over a 
large concentrated area that a reputation for quality can be obtained and 
a better pri<‘e demanded. The middleman is at present, however, indis- 
pensable and the most hopeful solution of the cultivators’ difficulties 
appears to be in the improvement of communications, and the establish- 
ment of regulated district markets. 

(viii) Postal insurance and shroffi hundies. 

(u’» The former is costly and hundies are not popular; in addition, 
hundies are not usxially met on presentation, three or four days’ notice 
being required. 

(it) Very small. Most of the business is done on credit. 

(,ri) I do not think the reduction of duty on bills will have any appre- 
ciable effect. 

(xii) Demand pro-notes chiefly, popular on account of their simpli- 
city and easy metliod of execution. 

(.riii) I do not think so. 

(,Tvii) Railway receipts, but they are not tlie means for raising 
money. 

Question 3< (/) Ruj)ees 400 to Rs. 500 for paddy land, wliich is the 

only crop grown in this district. 

(ii) (a) and (b) Usually about Rs. 100 less. 

(c) Same as 1. 

Question S. (/) No. 

(//) Practically impossible, but rough estimates might possibly be 
obtained through District Officers. 

(m) (a) This may be had from the Land Registry office. 

(b) This must be left to District Officers mentioned above. 

(iv) The money-lender recognises no distinction between capital 
required to finance industry, and money needed for ordinary household 
expenditure. Everything goes down in common account. The lx)rrower 
also cannot distinguish in his own mind between money borrowed for 
production purposes and those taken for current needs. It ir,. therefore, 
practically impossible to find out the purposes for which debts are 
incurred. 

(e?) Professional money-lenders. 

(ri) Increasing. 


26 
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(/>) Yes. Beinjc an industrial centre they advance money to workers 
ageiust demand pro-notes ai high rates of interest. 

(.r) No. 

{jfiiii) Yes, hy taking a bond for a larger amount than is actually 
advanced to the debtor. 

(.rr) Reported to be 25 f)er cent, per aninim. 

{xvii) Yes. 

{xviii) Necessarily. 

Question 6. There are practically no small subsidiary industries to 
agriculture in this district. Cultivators when not actually engaged in 
sowing or harvesting their (U'ops work in the coal mines but they will 
only work long enough to earn sufficient money for their immediate 
needs. They care little about .saving money and many of tliem will only 
work one day a week. 

Question 6B. (/) Practically none except money-lenders. 

(//) Ordinary liousehold expenditure and to meet emergencies lik^ 
marriage ceremonies of sons and daughters. Rates are very high. 
TTnsec.ured loans are usually 1 per cent, per mensem above secured loans. 

(ir) Increase. 


Part iA. — Loan Offices and Joint Stock Banks in the Mufassal. 

There are no loan offices or joint stock hanks in the district. 


Part II. — Indigenous Banking. 

Question 1. Indigenous banking in this district is chiefly carried on 
by the lualiajan class. They are a set of husiiiess peoide comprising the 
Marwaris and the Sahas. Tliey receive deposits on which they allow 
interest at (5 per cent, per ainuim, and sell drafts on their Cah'utta 
houses. They use the greater part of their deposits in financing tlieir 
respective business or lend tliem to the agriculturist at high rates of 
interest. 

Quostion 2. Agriculture, trade and commerce in this district are 
chiefly financed by the indigenous banker. 

Question 3. Banking is subsidiary lo their main business so that 
the points raised in («), (h), (c) and (//) cannot be ascertained with any 
degree of accuracy. 

Question 4. Indigenous bankers sell demand drafts on their Calcutta 
principals. They also buy demand drafts on Calcutta. 

Question 5. (?) Loans are granted against demand pro-notes and 

bonds at rates of interest varying from Re. 1 to Rs. 3 per mensem. They 
RISC grant cash credits against goods or railway receipts. No bonds 
are taken. The transactions are generally put through their ledger 
accounts. 

(n). By deposits and by the sale proceeds of what they trade in. 

{Hi) Six to 9 per cent, per annum for fixed deposits for 1 year. 
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QuestiOfl 6» (/) On an average Its. 24 per cent, per annum. 

iii) By co-operative banking. 

(///) I very much doubt it at present, m the proportion of the debt of 
the agricultural classes which is represented by investments in improve- 
ments, better implements, stock, etc., is very low. 

Question 7. (/) I do not think so. 

(iv) Yes, very few irregularities hre reported. 

Question 8« (/), (//) and (Hi) By the formation of some kind of 

federation among themselves and l)y investing their surplus funds at the 
end of the season in some profitable undertaking or in (}. P. Notes. 

(^iv) Some of them would resent any change, however good. 

Question 9. Between 12 and 18 per cent, generally. 

Question 10. In normal times the indigenous banks and hunkers 
are able to meet all demands for accommodation. But in times of severe 
dronght and famine their resources are not equal to the strain uj>on 
them. They sometimes refuse accommodation purely on account of the 
unacceptable nature of security offered. 

Question 12. (/) Yes. 

(//) No. About 50 per cent, is allowed to remain unused in safes. 
The rest finds employment in big firms in Calcutta or in liquidation of 
their old liabilities to tliem, in order to apply for fresli advance at the 
beginning of the next season. 

(///) No. Not at present. 


Part III. — Investment Habit and Attraction of Capital. 

Question 1. (iii) Post Office Savings Banks and banking institu- 
tions and loan offi<*es. 

(iv) Yes, in urban areas, 

(r) Post Office Savings Bank rules need muclj modification. 
Arrangements for withdrawals at village Post Offices sliould be made 
when receipts are ac(-epted. 

Question 2. (/) Popular amongst the middle classes. Tliey are un- 

known to the uneducated cultivator. 

(//) I do not think so. Present rates are attrartive enough. 

(m) No. There are defects in the system of withdrawing money 
at small village Post Offices. 

(iv) Middle classes and service holders generally. 

{r) Yes, by removing certain restiictions and raising the rate of 
interest by Ih per cent. 

(vi) ITes, they have to small extent caused a set back in the deposits 
of bankers in provincial centres only. 

Question 3. (ii) and (m) Where branches of the .Imperial Bank of 
India exist, every facility is afforded to constituents and others for the 
purchase and sale of Government and other securities, the only fee 
charged by the Bank being 4 annas per cent, commission. Government 
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aiiJ other securities may be deposited with the Bank for sale custody. 
Dividends and interest thereon will be realised punctually as they become 
due. 

(iv) Not generally. Owing to their heavy indebtedness to the money- 
lenders most of the farmers do not have any surplus money even in a 
prosperous year. 

Question 4i (i) Current where Branches of the Im])erial Bank of 
India and joint stock banks exist. 

(«) Not very appreciative. 

(Hi) Business people in urban areas where there are facilities for 
their use. It is objected to in areas where facilities for encashment are 
inadequate. 

(tr) No. 

Question 5. (i) Yes. 

(ii) Investments in gold or silver, hoarding and fear of loss through 
failure. 

(Hi) Propaganda and advertisement by Government in legard to 
Government loans would be of much help. 


66 . 

The Agent, Imperial Bank of India, Chandpur Branch. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (i) The agjiculturists in this district obtain their 

finance from the following sources: co-operative banks, indigenous 
banks or bankeivs, loan oflices, joint-stock bank.s and professional money- 
lenders foi- — 

(a) cultivation, 

(h) capital and permanent improvements, 

(c) other special needs, 

against mortgages of immovable properties and on personal security. 

(ii) The rate of iutere.st charged in respect of advances is on an 
average of 35 per cent, to 40 per cent, per annum- The charge of 
professional money-lenders is comparatively much higher. They are 
chiefly of short term, especially for seasonal crop purposes. 

The appioximate pei-oentage of secured loans in the district would be 
20 per cent, as against 80 per cent, unsecured loans. 

(Hi) It is not known whether there is any provision for such 
advances hy Government to the agriculturists in general ,httt it is 
understood that the Government provides loans to them in times of 
natuial calamity (drought, flood or famine, etc.). Imperial Bank of 
India finances agriculture through co-operative banks at a very low 
rate of interest. Joint-stock banks and indigenous banks contribute 
a very limited portion in the agricultural finance of the district whereas 
professional money-lenders display more interest in these investments. 

(it:) The total requirements of the agricultural finance of the 
diidnct may be approximately estimated to Es. 1,00,00,000 or over. 
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(t) It has indeed been a great advantage to the cultivators to obtain 
financial assistance fi-om the coH)perative banks through rural societies. 
Their investments entail a high rate of interest in consequence to their 
deposits being always at a higher inte of interest — at alx)ut 7 per lent. 
per annum and they also obtain finance from the Bengal Frovinciul 
Co-operative Bank, Ld., at 7^ per cent, which forces up the rate of 
interest of their investments* Co-operative bank’s average rate of 
interest is as follows: For 1 year, Rs. 9-10 per cent,; for 4 years, 
Rs. 11-12 per cent, to their rural societies, which invest at Rs. 13-14 
per cent, for one year and Rs. 16-17 per (*ent. for 4 years. 77/c glaring 
defect of the jrreiient .system of firmncing agriculture is its heavy rate 
of interest; the general economic distress in the (^ountry has pmctically 
sapped the cultivators; the outturn of (‘rops, whatever they get, is their 
only asset; it does not permit them every year to liquidate their debts, 
meeting their bare necessities of existence, for, it fetches out very low 
remuneration on af cmint of low prices of their (ommoditievS. So, there 
ought to be an attempt to regulate the interest of investments and to 
regulativi the marketing of their crops at reasonable prices. 

(vi) Apparently there exists no co-ordination among different ciedit 
agencies, only there is regular co-ordination among different credit 
societies opened under Co-operative Societies Act. 

QuestiOfi 2a (?) Jute is the principal <‘rop of this district. The 
raiyats grow it on their arable lands. They dispose of the croj) to 
brokers, beparies, who import it from the interior and sell to the jute 
merchants on the rates and assortments as dictated by the buyers. 

Raiyats, in no < ase, can hold up the crop for better prices. There 
arc two reasons for such inability — 

(/) Their economic condition does not permit them to wait for 
better market. 

(2) The outturn of the crop as produced by them is always much 
above the requirements which lead them to go into the hands 
of the buyers. 

(ii) Under the present state of affairs, it can be effected to a certain 
extent by rural co-operativ^e credit societies. 

(Hi) There are two co-operative sale and supply societies in this 
district. They have been constituted as limited liability companies 
in conformity with the Co-opera* ive Societies Act. They are 
linked to the Central Wholesale Society in Calcutta. They are, 
at present, financed by the Provincial Co-operative Bank, Ld., 
Calcutta, thiuugh telegraphic transfers and demand drafts, lliey do 
not, as it appears, lack in sufficient funds to run their business. The 
surplus fund of the said provincial hank remains at \h^ back. 

(iv) The principal buyers in this district advanx e money for market- 
ing the crop from interior through the farias on the surety of brokers 
and in some cases, professional money-lendeis too finance the marketing 
of the crop. 

(v) No advance system is in existence in case of foreign trade where 
the finance is accommodated against bill of lading by the buyers but 
in case of internal trade, there is evidence of advance system. 

(vi) (a) Principal buyers of the locality chiefly finance such imports 
from interior in the aforesaid manner. 
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(h) Imperial Bank of India contributes the finance of these buj’^ei's 
enabling them to export the crop to the distributing centre or con- 
sumers. Some firms accommodate finance by selling demand papers 
also on their principals in Calcutta. 

(vf) (a) The existing financial facilities available for the merchants 
for the movements of their goods appear to be quite adequate. 

(i?t) (h) Jute is the only produce in this district; it is absolutely in 
the hands of the buyers. The gTowers’ position is worse on the follow- 
ing reasons: — 

(1) Economic condition of the growers in general is very bad which 
does not help them to keep the market in hand. 

(2) Neither do they possess any ])iopei' credit facility to retain 
their crop for better prices nor, if there comes any such facility, its 
over-bearing interest do actuate them to accept the facility lest it 
would defeat the purpose. 

To suggest remedies, the market for their commodity should vir- 
tually be maintained in the hands of the growers by elevating their 
economic (*ondition with i)ro})er financial facility at a least possible 
interest and a prac tical step should be taken to educnite the agricul- 
turists with the principle of business — bow the c*rops grown more than 
the requirements lead them into the hands of the l)uyers. 

(vn) No; the principal buyers do not feel any finanrial stiingency 
to help both imports from the interior and expoits to tlie distributing 
c’entres- The market remains always in the hands of the buyers and 
other bodies without any standard of ciuality which varies every season, 

(viu) Postal remittarme and remittance through hanks are the main 
channels of moving funds. 

(,r) Negotialile instruments are getting into popularity steadily in 
the internal trade of the province. The major portion of the trade is 
now-a-duys (^inducted through iiistru merits. 

' (xt) It will help to further the jK)pularity of use of bills to avoid 
cash remittances — which are always fraught with risks. 

(.vii) Sight hundies are more in currency than the usuance bills 
for 30 or (it) days’ sight, 

(.Ttii) No suc h demand for standardisation of hundies is apparent 
from the persons dealing with them. 

(.r/r) Public and tlie bankers handling instrunrents appear to be 
sufficiently protected and benefited under the Negotiable Instruments 
Act as at pi'esent. 

{jcv) Yes, local hundies in some instances are discounted here and 
are also held by the local merchants in the bazar. 

(a^vi) There is system of re-disc'ounting hundies of the approved 
parties by the merchants. 

(>cn) Hallway rec^eipts and bills of lading are sometimes employed 
for raising money in the process of marketing. 

(.n;tti) No such difficuHievS are being experienced. 

QUMtiOfl 3« (/) It is known that an acre of land is valued between 

Rs, 1,200 to Rs. 1,500. The value varies according to nature of crop 
produced in lands, Paddy-growing land is valued less and jute-grow- 
ing lands are valued more. 
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(ii) Value of land is determined according: to tlie amount of crops 
which can be pioduciad in the land; quality, prt>ductive power and 
fertility affect the prices- 

(a-c) The value of land decreases when sold for arreai-s of revenue 
or sold in execution of de('rees of Civil Court. The reasons are that 
purchasers in such sale, remain ignorant of the nature of the land. 

In private sales, the pundiasers have opportunity to know the nature 
of the land and its quality, etc., and therefore the value is accurately 
fixed. 

Question 4* (/) It is known that with the ameiidineut of Bengal 

Tenancy A(‘t there is no longer any legal impeclinient to mortgage 
raiyati holdings and no legal impedim-ent is yet known to mortgaged 
lands. 

(//) The amendment of the Bengal Tenancy Act has greatly eased 
the mortgage of agriculturists' hohlings. 

(/V/) The smallness and fragmentation of agiioultural holdings 
stand to a small extent in the way of establishing long-term ci-cdit. 

(iv) Yes, there are both joiiit-stocdv and indigenous banks in this 
distri:*t for provision of lorig-icnn cnMlit to agric/ulturisis against land 
mortgages. Professional money-lenders too afford fa(‘ility for long- 
tenn cn3dit to the agriculturists. 

(v) They ana mostly limited companies and generally raise their 
capital by sales of shares and inviting pulilic deposits. 

(vi) There are hanks of such descriptions. 

(rit) (a) In the record-of-rights, the names of 16 annas superior 
landlords, with specification of shares of each landlord, should be 
inserted in place of the existing form and the name of the taluk should 
be described in the record-of-rights along with the touzi number. 

The record-of-rights should also (‘ontain the names of all the heirs 
of the deceased tenant, with a note as to who among them are really in 
possession of the holdings- This will help mortgagees to be on their 
guaid wdiile accepting mortguges of lands. 

(b) No better suggestion can be made for simplification of the pro- 
cess of foreclosure and sale than the one in existence under the law. 

Costs of reference to the record-of-rights and of jirocess of law^ 
should be reducNad for the good constituents of the banks, 'rhis can be 
easily done by order from the proper authority. 

Question 5 » {77) Largely due to the professional money-lenders. 

(vi) Steadily increasing. 

(/.r) There are itinerant money-lendeis, such as Kabulis, in this 
district; they are lending money chiefly to the labourers at a vary 
high rate of interest. 

(.ri) Usurious Loans Act X of 1918 has to a certain extent been 
availed of by the debtors. It is being enfolded by Courts minimising 
the rates of interest; the Court generally gives det^ree to the creditors 
allowing interest at 6 pies per rupee per month on the secured and 
unsecured loans. 

(a^v) There is no report with regard to any advance system against 
paddy. 
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{xvii) Yes, there are cases like these in the interior. 

(xviii) Yes. 

Question 6. (i) There are two rice mills and one oil mill in this 

district which are not going on satisfactorily on account of insufficient 
productions of the district. 

Question 6A« (i) There are small industrial institutions in the 

district : The Steel Constructions Company, lid., and several otLsr 
tea estates. They are yet in their infancy. The paid-up share 
vapHr.l is their principal nucleus and occasionally they borrow money 
from the local banks to meet their occasional demands- 

(//) Thi.s may be suggested by raising their share capital. 

Question 6B. (/) The loans are granted to the people who are not 

agriculturists by the different co-oi>?rative credit societies opened under 
Co-operative Act in different paHs of the district. Profe.ssional money- 
lenders too grant loans to these people. 

(m) Economic distmss, marriage and other social functions. Bate 
of intei-est for money borrowed is on an average of 35 to 40 per cent, 
per annum. 

(rii) See reply No. 611 (?). 

(iv) Increasing. 

Qu6Stion 7. (/) Tliere do not appear to exist any bnsiii:^ss relations 

between the co-operative banks and the other banks (both joint-stock 
banks and indigenous banks) in the district but tlie Imperial Bank of 
India always gives the co-operative banks pioper facility for finance 
by way of cash credit. 

(ii) The co-operative societies in this part do not, as they appear, 
experience any difficulty in obtaining finance; they do hold deposits 
from public for both short and long tertii ; and their finance is also 
contributed by their parent institution — the I’rovfncial Co-operative 
Bank, Ld. 

(Hi) The proltable extra capital requirements in financing the 
co-operative movement in this district may be approximately estimated 
at rupees fifteen to twenty lakhs only- 

(iv) Thei'e does not appear any <ompetition among different banks 
inclusive of the Impenal Bank of India. 

(!•) No. 

( vi) Y<es. 

Question 7Ai (i) There is provision for individual loans to 
individual members and depositors under co-operative credit societies. 

(Hi) Free inter-lending business l>etween co-operative societies and 
joint.-stock banks, inclusive of loan offices, may be taken into considera- 
tion when the banks ^d the loan offices are properly recognised by the 
authority of co-operative banks or federated under a central head." 

(iv) No relation is apparent amongst them- 

(v) The paid*tip capital and the reserve fund, as it is, do not warrant 
proper- guarantee for undertaking such business in moving lt|pda from 
one place to another as they are wholly employed, nor do they pdtoess 
sufficient funds to undertake such business. 
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Question 7B. (i) There is no marked improvement towards this^ 

direction. 

(u) Credit societies in the rural areas of the district have, as far as- 
it has been understood, replaced professional money-lenders by 15 per 
cent, on an average. 

Part I A. — Loan Offices and Joint-Stock Banks in the Mufassal. 

Question 1. («) (1) Comilla Union Bank, l^d.. (2) Coinilla Banking 

Corporation, lid., (3) Model Bank, Ld., (4) People’s Bank, Ld., (5^ 
Pioneers’ Bank, Ld., (6) Ea.st Bank, Lcl., (7) Tripura National Bank,, 
lid., (8) Comilla Tioan Office. 

(5) (1) Cbandpur Bank, Ld., (2) Bengal Traders’ Bank, Ld., (3) 
Puran Bazar Bank, Ld., (4) Model Bank, lid., (5) Chandpur Loan 
Office, (6) Comilla Union Bank, Ld-, (7) Imperial Bank of India. 

Question 2. A few copies of balance sheets are enclosed herewitlt 
(not piinted). 

Question 3i (?) Rafes of inferasf allowed on deposits vary from 
Rs. 2 to Rs. 8 per cent. 

(ii) Maximum period for deposits is 3 years. 

Question 5. (?) Ix>ans are granted for crop reqniretnenfs and for 

other purposes. Investments are on increase from January to Jxine, 
which are specially to crop purposes; the average rate of intoest is 
from 35 to 40 per cent, pei- annuiu. 

Question 6> (?) Yes, against mortgages of immovable and movable 

properties and in soni-a cases on personal security. 

Question 7. (?) The whole object of tliis bank is to i)iish up money- 

lending business. 

(??■) As they appear they are more inclined and also show more- 
disposition to money-lending business than other ordinary commercial 
banking institutions. This tendency of such investments is only due to 
their anxiety to show better results immediately, to increase their share- 
and commission. 

Question 9. (??) Yes. 

Question 10. Yes, for better regulation. 

Question 12. No. 

Part 1 1. — Indigenous Banking. 

Question 1. There is no such bank in this subdivisional head- 
quarters, Chandpur. Neither is there any professional money-lender, 
styling him9:4f as banker of this description* 

Question 8. (?) These Imnks may he made more ser\dceable 

the community by regulating the rate of interest for their investmente* 
1^ the proper authority. 

QlMeCien 11. (tV) Yes. 

Quastion 12. There is no unemployed surplus balance. 
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Part III.— Investment Habit and Attraction of Capital. 

Question 1 . (m) Postal Savings Bank, Imperial Bank of India 

^Savings Bank and <*o-operative banks* Savings Bank and Joint-Stock 
Banks for attraction of investments. 

^iv) Yes. 

(v) The facilities of this description may be improved by offering 
bit better rate of interest. 

Question 2. (/) Yes, the Postal Cash Certificates ai3 very popular 

form of investments in this part t)f the countiy. The popularity may 
be enhanced, if the rate of interest may in any way be j)ossil>le to 
4)ring to its former level. 

(//) As above. 

(m) Yes. 

(ir) Generally speaking, middle class people and merchants resort 
to such fonns of investments. 

Question 3. ii) and {H) Every facility for purchase and sal? of all 
securities, including Goveriinneiit Papers, is offeivd by the Imperial 
Bank of India, Chandpur. 

(iv) Occasionally the farmers lend to fello\v-agri(*nlturists, but 
instances of this characler are very scarce, for economically, all are 
equal. 

QuOStion 4. (/) Cheque habit is growing steadily amongst 

men hants and educated people. 

(//) The abolition of stamp duty on che'jues has lielp?d its 
popularity. 

Question 5. (/) The banking and investment habit in India, 

-specially in Bengal, is of very slow* growth. 

(iv) The opening of new bram^hes in recent years by the Imperial 
Bank of India has given a good impetus to the people towards banking 
habits. It has practically helped in the mufassal towns to get the 
people, other than the mei chants and traders, acquainted with what is 
ealled instrameiits — cheques, etc* 


«7. 

Jtai Bahadur Pyarilal Das, B.L.p late member of the Bengal Legislative 
Council and late Chairman of the Dacca Municipality, senior 
partner of the banking firm ‘^Budhunath Sukhial Potfdar*’ of Dacca 
Town. 

Part lit— Indigenous Banking. 

Question I. There are two indigenous banking firms now at Dacca, 
^urs is one, and that of the late Jagabandhu Poddar and hia^l^s is 
the other. Our firm is of not less than fifty years* standing. Its' head 
^office is at Dacca with a branch at Calcutta. 
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The follawing* are the different kinds of business we trausaet : — 

(a) Financing tradei's and merchants, e,g., cloth -merchants 
(importers), hide-merchants (exporters) and also other traders, 

(b) Discounting of hmulis issued by or on other banks or bankers. 

(c) Bemittance from Dacca to Calcutta or from Calcutta to Dacca bj 
means of hnndis. 

Id) Lending money on pmmissory notes. 

(e) liending money on mortgage bonds, 

(/) Lending money to such agriculturists only as are oin* tenants. 

We do not receive deposits now. This business has been given up 
on account of the failure of certain firms at Dacca in re( ent years. 

Questian 2. — 

Cloth-memh ants , — Several cloth-merchants of Dacca make their 
purchases at Calcutta through us. Our purchases are all (*ash, i.e., pay- 
ment is made within 7 days of the purchase. The goods are delivered 
at our godown at Calcutta ; our ffomosfa there prepares what is called 
a hijotf (i.e., invoice) and despatches the articles to the cloth-merchant 
of Dacca for whom the purchase was made. The hijorj is sent to our 
Dacc;a office. After noting the same in our books, we make it over to 
the merchant f oncerned. The Railway or Steamer Ile(‘eipt is sent 
dire(*t to the niercliant and he takes delivery of the goods. We thus 
finance him on condition that his daily sale-proceeds will be sent to us 
at the end of the day to Im? credited to his account kept by us. Our 
charges for this service are — 

(?) araidari 12 annas per Bs. 100 per mensem, 

(a) actual costs of packing*, carriage, freight, etc., 

(m) interest on the money advanced, 
the rate varying from 10 to 12 annas per mensem per Rs. 1(K). The 
system followed is called Katamiti Snd, i.e., deductions are made from 
the principal daily as the sale-proceeds come in and the interest also 
decreases accordingly. Interest is charged on the ]>rice of jhe cloths 
from the day it is jiaid to the Marw*ari dealers, and on tlie amount of 
costs, etc., from the day the goods are despatched. Interest runs from 
day to day. 

These charges are for what is called cntrha arni in whic h the goods 
are despatched at the cloth-merchant’s risk. Hut in '"pucca arat.y 
i.e., wdiere the risk in transit is the financier’s, our araidari charge is 
Rs. 3-2 i)er mensem per Rs. 100. 

Hide unerchanU, — ^W^ien they get an order for supply from a big 
firm at Calcutta they begin to make purchases from loc-al dealers wuth 
advances taken from us from time to time. Such advances are made 
to our known clientele on their personal credit writhout any security 
when the full complement of the purchase has been made. The hide 
merchant despatches the same to Calcutta by steamer and makes over 
the steamer receipt to us as a collateral security drawling at the same 
time a hundi on the Calcutta firm in our favour for the total amount 
advanced. We send it on to our Calcutta Branch, our man presents 
it to firm ordering the supply and they refer him to their bankers, 
who make the payment. Interest is charged on the various amounts 
thus advanced at 12 to 14 annas per Rs. 100 per mensem. 
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We finance other traders also. They have given seenrity of iminov- 
able property and we have fixed a limit np to which we shall advance 
money to him, interest being charged at 12 annas per mensem per 
Rs., UK). 

We sometimes finance traders without security also. That depends 
upon the honesty and credit of the party concerned. 

Assistance rendered by us in financing agriculture is, as I have 
already stated, confined to our tenants only. 

We do not finance any indvsfry. The Dacca Hank used to do this, 
but it is now in a moribund condition. 

Our charge for issuing h undis is on an average 2 annas per Rs. 100, 
and lor discounting hundis on other banks 2 annas per Bs. 100. The 
rate varies according to the period of maturity remaining to run. 

Question 3. (a) Six lakhs in our firm; probably nine lakhs in that 

of Jagabandhu Boddar. 

(h) Purchases of about six lakhs of rupees are made by us in a year, 
all the business<?s taken together. Our business in discounting hundis 
is not much. 

(r) We employ altogether 28 persons in our head and branch offices 
on an average pay of Rs. 25 per mensem. The annual expenditure on 
this head is thus Rs. 25x28xJ2= Rs. 6,900. 

Rh. 

25x23x 12 .. .. = O.WOO 

Add — paid to same Rs. 9(K( + 300 .. == 1,200 

Total .. 8,100 


"W'e have also to pay interest on loans that we have to take from 
time to time. We own the office buildings lioth at Dacca and Calcutta, 
and have not to pay any house«rent on that account. 

(d) There is inter-lending l>etween us and Jagabandhu Poddar^s 
Gadi. Hundis on Marwari firms at Calcutta are discounted by us on 
occasions if the party presenting the same is known to us and is solvent. 
Sometimes we pay him after obtaining advi<u' from Calcutta by wire 
that payment has been received by our Gadi there on account of that 
hnndJ. We have kept Government securities in the Imperial Bank of 
India, both at I)ac(*a and Calcutta, and against that we draw. Save 
and except this, the Imperial Bank does not give us any spe<*ial faci- 
lities. Surely, the Imperial Bank should l>e prepared to give advances 
on personal credit to approved indigenous bankers of reputation and 
standing such as ourselves. We have no business relations with any 
joint-stock bank or any co-operative banks, 

QuMtion 4. Our hundis are all Khara Hundis^ i.e., Darsani or 
payaWe at sight hundis. There is no spe(*ial form for it. The 
language is that of a promissory note written in Bengali, We use a 
special yellow^ol cured paper, but no printed form. 

filMtiM (i) Money lent on promissoiy^ notes bears interest at 
Re. 1 per cent, per menvsem and is payable in 3 to 6 months. Interest 
on money lent on mortgage bonds is almost always added to the 
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prineipal at the end of 3 months, 6 months, or a year and in eases of 
anniial rests, its rate is 12 annas per mensem per Its. 100, Our business 
in this direction is not much. That is done mostly by Babu Ramanath 
Das. 

As reg:ards terms and nature of loans given to traders, and merchants, 
vide replies already given to question 2. 

(n) We have kept Government securities in the Imperial Bank of 
India, both at Dacca and Calcutta, and against that we draw when 
occasion arises. 

At times we also borrow from the Marwaris on deposit of Govern- 
ment x^apers; 75 i)er cent, of the current market value of siich sec urities 
is advanced by them. The limit is the same with the Imperial Bank 
also. 

(iii) The usual rate was G annas i>er mensem per Rs. 100. These 
were not fixed dexx>i^itt^» hnt generally 15 days’, 20 days’, or a month’s 
verbal notice used to be given for withdrawals, and the dexx)sifs were 
received on the understanding tliat repayment would not be asked for 
during the ‘‘season” (which at Dacca is ft*om .Taistha to Bhadra) when 
we need money most. 

(ir) Our hwndis are not discounted by the Imperial Bank of India, 
probably due to want of faith in the Bengalee’s business re|nitation ami 
character. 

Question 6. (?) The rate of interest Charged by us from the agri- 

culturists is 2 pice i)er rujyee per mensem. The loan ivS given on the 
security of the tenants’ jot land. Ko comi)ound interest is charged in 
these cases and if the borrower is a good tenant, much less than the 
stipulated interest is always realise<i ; otherwiw full j)ayment of the 
amount due at the rate stipulated in the bond is insisted on. 

(?/) Interest.8 have had a downward tendency. They have come 
down by at least 25 i)er cent, from what they were 40 or 50 years ago. 

( 7 *//) TTiiless education .spreads, reduc tion of rates of interest would 
not much benefit the agriculturist. 

Question 7. {Hi) Reduction of stamp duty on hvndis is necessary. 

(/?;) Our dealings with our clientele are smooth and easy. Indi- 
genous bankers are easily apimoachable, at all times of the day and 
even up to certain hours at night and their business methods are 
simple. This is very much appreciated by small traders and mer- 
chants. No one can get any payment from the Imperial Bank in tlie 
morning or after 3 ]3.m. even in case of pressing necessity. 

Questions. {Hi) Except at Calcutta, Bombay, Madras and a few other 
places, loans cannot be raised by deposit of title-deeds {vide proviso to 
section 59 of the Transfer of Property Act). This is inconvenient. 
The section should li^ so amended as to extend such facilities also to 
auch important trading centres as Dacca, Nai^ayanganj, etc. Dacca 
epecially needs such facilities. 

The Imperial Bank or any such central biink should accommodate 11 
approved indigenous banks and bankers by giving advances on personal 
credit. They should give some interest on movable property such as 
Jewellery. 
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(ir) Personally I would not oppose any such measures, as these 
would be for public benefit. If publicity would not entail expenditure 
on the part of the indigenous bankers, there is no objection to that. 
Interference with their method of business will be objected to. There 
will be opposition to disclosure of the names of partners, sub-pajrtners, 
sleeping partners, etc. 

Qiiastion 9. We get a net return of 10 to 12 per cent, from our 
business including everything. 

Quastion 10. In the “season” difficulty is sometimes felt by us for 
insufficiency of working capital. As loan from local private money- 
lenders affect our ci-edit, we cannot take resort to them, and the 
Imjjerial Bank would not accommodate us by advances on personal 
credit. Facility in this respect is verj' much needed. 

Quostion 11. (i) The Central Beserve Bank or its provincial 

branches should discount hurulis of indigenous banks or bankers, w'hose 
names will be registered in their office as approved parlies, and allow 
them credit up to certain limit to be previously fixed after d\ie inquiry. 
By this means such banks and bankers will be linked with the central 
money market and pmvincial capitals. 

(«) Yes. I am' much in favour of such measures. 

(fVt) There should be Government control over .'■uch a bank. That 
will inspire confidence in the indigenous l)anks. 

(/r) If there is a limit fixed that sucli a bank will not undertake 
transactions below certain amounts, there will be no competition. I 
do not believe there wdll be any competition between such a bank and 
indigenous banks. 

Question 12. (t) During the months of Falgoon to Bnisakh and 

again in Aswin and Kartik, money lies idle in our hands. We keep it 
at home or in our current deposit accounts with the Imperial Bank. 
During those perio{ls, rice-merchants sometimes take money from us. 
For the last 3 years hide business at Dacca has been almost nil. 


63. 

Babu Prasanna Kumar Sen, Senior Partner of the Banking Firm 
*'Jagabandhu*Prasanna Kumar Sen'* (popularly known as ifaga* 
bandhu Poddar's Arm) of Dacca Town, the biggest indigenous 
bankers of Dacca. 


Part II. — Indigenous Banking. 

Question 1. We do only hundi bu.sine.ss and not money-lending. 
Nor do we receive deposit.s from the pxiblic or others. 

Question 2. {a) We principally finance the hide trade. The 

exporters make over the railway or steamer receipts to us together with 
a hundi drawn by them in our favour to the following effect : — “We take 
Bs. from the firm of Tagabandhu & Prasanna Kumar ^en of 

Dacca and shall repay the sum in Calcutta through so and so (vis., the 
Calcutta merchant to whom the hides are consigned).” We then advance 



bioit a certain percentape of the price (say, Bs. 750 out of the estimated 
price of Rs, 1,(K)0). The time allowed for repayment is usually 0 days. 
If there is delay, 2 pice per Rs. 100 is charged for each day of delay. I’he 
rate charged for such huiidis is usually 2 annas or 3 annas per Rs. 100. 
Some^mes it is 1 anna .or 4 annas according to the position or status, i.e.^ 
credit, of the party. 

(h). We also arrange remittance from Dacca to Calcutta and vice 
versa. A party wanting to send money from Dacca to Calcutta deposits- 
it in our firm here, and we issue a hundi in his favour on our Calcutta 
branch. The charge is — 

2muneis per Rs. 100 for sums below Rs. 500. 

1 anna (5 pies per Rs. 100 for sura of Rs. 500 to Rs. 5,000. 

1 anna 3 pies per Rs. 100 for sums aboA'e Rs. 5.000. 

The Imperial Bank rate is as follows : — 

4 annas per Rs. 100 up to Rs. 909. 

2 annas per Rs. 100 up to Rs. 9,999. 

1 anna per Its. 100 from Rs. 10,000 and upwards. 

tc; Many traders and businessmen of the Dacca town have currentr 
accounts with us. It they have got permanent homes in the town and 
are known and relialde persons, we give them advances either in cash or" 
by hundi to import goods from Calcutta. Tiieir daily sale proceeds are* 
made over to us and credited to their personal ledger accounts kept by us. 
An interest of Re. 1 per mensem per Rs. 100 is charged from thern for' 
the amounts tlius advanced, but no interest is given to them for their 
deposits in the current account. Not less than 50 persons have got suclr 
accounts with us. 

(d) Several petty traders keep their daily sale proceeds with us at 
night for safe custody on personal ledger acc ounts. When the accumula- 
tions have come up to, say, Rs. 1,000, they would sometimes take a hundi 
from us for Rs. 2,000 to meet their business requirements. 

(e) Hundis of other mahajans (such os Marwaris) are di.scounted by 
us if the parties pre.sent ing them are known to us to be men of «-redit. 

Question 3. The head otlice of our firm is at Dacca; w-e have got w 
branch office in Calcutta. 

(a) I cannot give any idea as to the amount of capital invested in our 
business. 

(b) Our daily transactions amount, at least, to a lakh of rupees. 

(c) Twenty-five or 30 men are employed in our Dacca and Calcutta* 
ofiices, and we have to pay Rs. 1,000 a mouth for salaries. The office 
buildings are our own property and we have not to pay any rent. 

(d) We have current accounts with the Imperial Bank of India, 
Dacca Braneh. Government papers are kept with them as security and. 
against that we draw when necessary. At Calcxitta we have got transac- 
tions with the Lloyd’s Bank. We have no relations with co-operative or 
pther joint-stock banks. 

Messrs. Ralli Brothers & Co. and Messrs. Radha Eissen Motila) 
(Chamaria’s firm) of Narayanganj sometimes take money from us. Wa 
do u<ft charge anything for that. In return they generally arrange our 
remitf^nce from Dacca to Calcutta and vice versa without any charge- 
But oh occasions we have to pay. 
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Qinttion 4. We deal ia ouly khara or sig’ht hundis. As business 
tias contracted and credit has come down, we no longer use muddsati 
ihundis. Santple copies of our hundis were taken by the Dacca Imperial 
Dank for transmission to the Hanking Enquiry Committee. 

Question 5« (?) Already replied under Question 2. 

(«) We do not borrow from others, but draw upon the Imperial Bank 
up to the limit of our secxirity, if occasion arises. 

{iv) Our hundis are not discounted by the Imperial Bank; tlney only 
accept them for collection and pay the party presenting them only after 
realising the same from our gadi. 

Question 7. We serve our customers at all hours — whenever they come 
to us. Hence it is convenient for them to deal with us and they appre- 
ciate it. The Imperial Bank of India, so far sis the Dacca Branch is 
concerned, is understaffed. Hence much delay occuj’s in our transactions 
with them. They often refuse to accept coins pleading want of time 
to examine and count them. 

Question 8. (m) The Imperial Bank rale is rigid, viz., 1 anna pei- 

Bb. 100 for all drafts for Rs. 10,000 and above. The rates should be 
lower for higher amounts, say, above Rs. 25,000 or so. They afford no 
apecial facilities to, nor do they show any special considerations towards, 
old, reliable and substantial clients. They do not give any credit, beyond 
the limit of the security, to even such big bankers as ourselves, altlumgh 
■our transactions with them in a year cover aliout 50 lakhs of rupees. On 
•one occasion a cheque of mine for Rs. 80,000 was refused as it exceeded 
the limit of my security by Re. 1-10 only. I beg to suggest that the 
Imperial Bank should have with it a list of bankers, approved after due 
■enquiry, with a note showing the limit up to whicdi advances may be 
.given to each on personal credit. That would much facilitate the busi- 
ness of the bankers. 

QuMtiofl 9. We do not derive much pj-ofit now, but have been keep- 
ing on the business as we have been doing the same for about 60 years. 

Question lOU As business has much declined of late, we have not 
lieen under the necessity of refusing any demand for accommodation 
owing to insufficiency of capital. 

Question 12t (f) Sometimes it happens that a large amount of money 

•does not find employment for a certain period. If it is then kept in the 
Imperial Bank at Dacca in current deposits, no interest is earned on such 
•deposits. For this reason we often purchase Government papers with 
4he money and deposit them with the Imperial Bank. The Lloyds Bank 
pays interest on current accounts. Thus, our money sometimes ffpws to 
'Calcutta for short periods. 

«9. 

iiBiM)r«Mluin uf ftatamant fliade bj/ Mr. Ra|am Kai^ Pal, ona of the 
biggest indigenous bankers of Dacca. 

1. "We transact the following kinds of business;-^ 

(t) Financing the br^s and copper industry of the Dacca town and 
•otlMr places by supplying raw materials to tne manufacturers. They 
Jhave got accounts with us to which their daily sale proceeds aro^editeij^. 
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,T]|e thus CKedited, are daily deducted from the principal and 

-th# interest runs frons day to daj’. Tfiis is called katamiti interest'. The 
raieis Re. 1 per mensem per Rs. 100. Interest is calculated at the end . 
io£ tkayear — in Chait — and the balance, if any, is compounded with the 
priucfpal (that may remain iinpaid), and a fresh account is opened for 
the hent year. In addition to the interest we cJiarjre Re. 1 per Rs. 100 
lor araldari. No .security is taken from the manufacturers by us for 
their financing’ them. They are known parties and business is done 
liinally on credit. They sign in our Ehata. 

(it) We similarly finance cotton yarn and cloth business. Here arat- 
dari is charged at 6 annas to Re. 1 per Rs. 100 according to the credit of 
the party. 

... We have a gadi in Calcutta also and we make remittance there by 
hundis through Jagahandhu I’oddar’s firm, who are our bankers. 

(iti) We also lend money on security or without it. Rate of interest 
is from 8 annas to 12 annas per mensem per Rs. 100. It varies according 
to the ciedit of the party and not according to tlie security. Interests are 
cpmpouuded generally at the end of the year, but sometimes after 6 
irfentfe. Up to the time of the War, the rate of interest was not more 
than 8’ annas per mensem per Rs. 100. It has gone up since up to 12 
annas. In the bonds the “wada” (the stipulated time for repayment) 
is generally up to tlie end of the year. 

' We do not finance agriculturists. Nor do we receive deposits. 

2. '< We have current accounts with the Imperial Bank of India, and 
have deposited Government securities with them, against which we draw 
up to a limit of two-thirds of the market value of the securities. 

3. I caniiof’give anj' idea of our working capital. 

4. We have 8 employees. Our annual expenses amount to Rs. 10,000 
®T Rs. 12,000. Our hu.sitiess has much declined during the last two or 
three years and we have not made mut^h profit. I cannot give any idea 
of net return on our capital. 

5. We do not borrow from outsiders. If necessary, we draw against 
.owr securities in the Imnerial Bank. On occasions we have to refuse 
accommodation for insufficiency of our working capital. 

Indigenous bankers would be ready to submit to regulations if privi- 
leges like realisation of tbeir dues by Certificate Procedure or some such 
simple process were conceded to them. 


Mr. Colab Chand Somani> oim of the proprietors of the firm of 
Laohminaroyan flaariiilaab and in oharga of tbo firm Hi Cbittagong, 
os roeordod by Mr. O. Cigita, Oaputy Mogfatrat^ Chittagong, in 
tfio oouroo of an intanrionr. 

Part llr—lndlganoua Sanking. 

Quostien 1 . This firm has its head office in Akyab and branches at 
Calcutta, Rangoon, Khulna, Chittamug and Sandow.. My firm lends 
money principally to traders of all sorts and kinds in all places at 
which the firm has branches. We also lend money to good and sound 

■ . ' 27 
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private persona on mortgage of land and other va^luable securities, e.g., 
on pawning of omaments. We lend money to good and'*found agri- 
culturists only from the branches at Khulna and Sandoil^. We ^so 
deal in hundis and telegraphic transfers at all places where we have 
branches. 

We advance money to good and sound traders in buying and selling 
raw goods, the raw goods being hypothecated to us. 

These are principally the kinds of business which other banks and 
bankers do in this district. 

W’^e receive money in deposit but have no cheque systesm. We 
have pass books for depositors. 

QUMtion 2« W^e finance all sound agricultural and industiial enter- 
prises. As regards private agriculturists M'e help them from odt 
branches at Sanoow and Khulna. But we are always ready to help 
all sound and solvent traders and agriculturists and indu-strialists. 
We have helped many limited companies manufacturing cloth and 
carrying on jute mills, lice mills, etc., as also private firms dealing in 
these things. If these parties are solvent, we advance money on pro- 
notes but in doubtful cases we demand security. Only Indian firms 
and private piersons borrow money from us. 

Qinstion 3. (a) and (h) I cannot give the answers to these ques- 

tions so far as they concern the province or the district. As regaids 
the condition of our funds, I cannot give the information without the 
permission of the head ofifice. 

(o) The annual expenses of this branch come to alwmt Rs. 24,000. 
The annual e^enses of the Akyab office comes on an average to about 
Bs. 30,000. Those at Rangoon are Rs. 15,000, those at Calcutta 
Rs. 15,000 and those at Sandow and Khulna Rs. 10,000 each. 

{(1) There are only two big banks here, the Imperial Bank and the 
National Bank of India but neither of them is an Indian firm. But 
,keen rivaliy goes on between these banks. There is also rivalry bet- 
Ween the two conipany banks named above and all private Indian 
bankers, e.g., the Iniperiai Bank’s charge under the rules is 2 ’annas 
per Rs. 100 for telegraphic transfers for sums below Rs. lu,000 and 
1 anna per hundred for sums above that, from private persons. But 
as a matter of fact, they charge now three pice tier hundred fmm all 
persons sending money to places where the National Bank has branches. 
The National Bank, which has the same rule, reciprocates the same 
treatment to the Imperial Bank. But where the National Bank has 
no branches, the Imperial Bank charges commission at the usual rate 
given above. This puts private indigenous bankers at a sei’kitps dis^ 
advantage. 

The indigenous bankers generally charge a higher rate of interest 
in the case of persons who are not acceptable as sound by Imperial 
Bank and company banks. • 

Indigenous bankers help Indian company banks also and also get 
help from them but competition exists mtween one indigenous bank 
or banker and another and, also between indigenous banks and foreign 
banks. 

*>904811011 '4. We use the following credit instruments generalljf 
(t) Darshhni huhdi (sample supplied), 

(«) kinddati hnndis and 



419 


liUi) Promissory notes payable iin demand, (sample supplied). 

Ch^ bundis. are mai&ly darshani. Payments are made on the day 
fottoWing presentation. 

: Question & {i) Cash credit is given for such periods as are requir- 
ed by tte persons taking loans. These loans and cash credit are allow- 
ed generally to known parties. But if the parties are new, enquiries 
are made. 

(it) We carry on our business with our own capital. But if any 
man lends money on favourable rates of interest, we accept that too. 
In cases of necessity, we take financial help from private banks as also 
from Imperial and other company banks. 

(m) We take deposit from outsiders if the interest i.s within eight 
annas per hundred per month. In busy seasons, we take dejmsits at 
slightly higher rates also. 

(if) and (r) Iniperial Bank and Jfational Bank rediscount our 
hundis. We have no grievance regarding rediscounting hundis as the 
Imperial Bank and National Bank grant us over-draft.s. 

Qttastion 6» This branch has nothing to do with loans to the agri- 
cultural community. 

Question 7, (i) There is no prejudice against indigenous bankers 

here. Rather the public generally prefer good indigenous bankers to 
foreign and company banks. The indigenous bankers offer greater 
faciliiies. They are always available for service even when companv 
banks are closed and dealings with them may be kept private which 
company banks cannot do. 

(|V) (iii), (iv), and (r) I may be able to answer these matters sub- 
sequently at an inteiwiew with the Committee. 

Question 8. (i> Nil. 

(ii) I do not want any compulsion of law for con.solidating the 
bankers or restricting them. I however think it would be- for the good 
of the country and the bankers if local voluntary associations of bankers 
are made at local centres and guide the operations of the bankers. 

(iii) and (iv) I do not want any interference of law with private 
bankers. 

Question 9. It would be 3 to 4 per cent, per annum. 

QlMMtion to. The indigenous banks and bankers are not able to 
meet all demands for accommodation here, and that principally for 
inadequacy of funds, even though the security is sufficient. If securi- 
ty is insufficient, the man will certainly fail to get accommadation. 

^ ^uastion 11. It would be better if a central reserve bank is formed 
with lcK‘al branches, local bankers having control over the management 
of local branches. This would avoid unhealthy competition and thus 
the Central Reserve Bank would have the help of the local expenence 
of the ban^n. 

Qutttion 12 . (t) and (n) The money in the hands of the local 
bankers is not sufficient to meet all local needs. The money in the 
hamb of the local bankers rarely remains idle for want of investment 
and it rarely flows to the provincial capital for want of local investment, 

(iii) Does not arise. 
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Mr. Niranjan Bhuia Cone of the pn^irietors of Mesara. Ha^ Cliaii> 
dra Ram Kanai Bhuia, and in charge of the Chittagong Branoh 
of the firm) aa recorded by Mr. D. Gupta, Deputy Mi^siatrat^ 
Chittagong, in the courae of an interview. 

[Notk. This is a branch of the firm, which has its head office at Ctopaldi, 
district Dacca. The branch of the firm at 23, Kalikumar Banerjee’s Xane. 
Calcutta, mainly does banking work. Hence the branch office cannot give fuB 
particulars on those matters. Niranjan Baku says that he did not receive any 
questionnaire of the Committee prior to my visit to him. He kept a copy ot the 
questionnaire and gave me this account.] 


Part II. — Indigenous Banking. 

Question 1. This branch has not dune any business in banking. 
But it has dealings in hundis with only Messrs. Ijalji Sundarii, bank-' 
ers of Chittagong, who occasionally finance this branch. Whenever 
this brnneh requires money, it executes hundis in favour of Messrs. 
Lalji Sundavji, who supply cash. The amount of the hundi is payable 
to Lalji Sundarji by the Calcutta branch of this firm. 

This branch deals in kerosene oil, corrugated iron, salt, rice, etc., 
hundis are used only for huaucing this business. 

The hundis used by this firm are darshani oi' payable at sight at 
the Calcutta branch. 

Formerly, this branch had hundi business in tliis way with other 
firms also excepting Messrs. Lalji Sundarji named above but has given 
up dealing with those others. 

This branch draws hundis payable only al its Calcutta branch. 

It borrows money on hundi but never lends money in this way. 
This branch has no money-lending business. 

The proprietor in charge of the brunch cannot give any information 
regarding the work of the Calcutta branch. 

The firm has branches at Silchar, Khriinganj, Badarpur, Lalu Bazar 
(Cachar), Balagunj, Sylhet and Jhalakathi. These branches, when 
they require money, use hundis on local hankers and take loans, ihe 
hundis being payable at the Calcutta office of the firm only. 

The premium charged by Lalji Sundarji is an interest of 1 anna to 
8 pice (6 pies) per hundred. Formerly they took one anna per cent, 
and for about a month took 6 pice per cent. Again they are chafing 
1 anna per cent. 

Qinstion 2. This firm does not lend money. 

Qimtion 3. I cannot give this information, as this branch does not 
deal in banking. 

QUMfiOll 4. The only credit instrument used by this firm is hundis. 
This firm has no dealing with any bank other than Lalji Sundarji. 

QliMtion Bw (t) The hundis are darshani or “payable at sight.'’, (pie 
eaetom with r^rd to these hundis is that the holder of the hrihdL 
if it is Messrs. Lalji Sundarji or some company bank (to whom Lalji 
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Suadei'ji might s«U the hundi) will receive payment as soon as he pre*^ 
seats the hundi at tihe Calcutta branch of the firm* If, however, the* 
hundi; is made over to any private person or merchant, that* 
merchant has to do takran, i.e., he has to present the hundi on the’ 
first day at Calcutta firm and intimate the firm that he will call for 
payment on the next date and then on call on the next day, he will 
receive payment. 

(«■), {in) and (r) This branch cannot give any information on these 
matters. 

{ir) The hundis of Messrs. Lalji Sundarji are accepted by the, 
branch of the National Bank of India in Chittagong, who pay cash 
to Mejsars. Lalji Sundarji with discount, in exchange for the hundis. 
The Jm^rial Bank of India at its Chittagong branch do not, so far as 
the deponent knows, accept and pay cash on such hundis. 

QuestiOfls 6 to 12. This branch cannot give any information on 
these, matters. 
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Joint limnoranduni on Indigenous Banking in Calcutta by Mr. Kastur- 

ohand Kothari, Proprietor, Sadasukh Cambhirchand, Mr. BaN 

mukund Daga> Manager, Bansilal Abirohand, and Mr. Dipohand 
Poddar, Partner, Tarachand Chanshyamdas. 

Part Hr— Indigenous Banking. 

Question 1 . — The indigenous bankers of Calcutta do almost nil 
types of banking business, viz., receive deposits at interest and lend 
on personal credit, security and guarantee for financing trade and in- 
dustries. AVith few exceptions, all of them have other business along 
with banking because of the obvious advantage of the mixed system. 
Being in business, the indigenous bankers are in a better position to 
know the financial condition of the prospective borrf)wers, who are 
veiy often their own customers in trade than the organised banks, 
and as personal credit is the most, important basis on which accom- 
modation is granted in indigenous banking, this knowledge is extreme- 
ly helpful to the bankers. 

The relative importance of business and banking varies with firms, 
and also with the season. There is continuous exchange of funds 
from one side to the other. 

The following are the most important indigenous banking firms of 
Calcutta: — 

(1) Tarachand Ohanshyamdae. 

(2) Bansidhar Abirchand. 

(3) Sadasukh Oambhirchand. 

(4) Hursukhdas Balkissendas. 

(5) Sanayalal Daga. 

(6) Bamkissen Bagri. 

Qimtiail 2. — ^The indigenous bankers of Cslontta finance trade and 
industries hnt not agriculture directly. They do not finance the move- 
Bsent ol tea. They are concerned mainly with the distributing trado 
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of iiii|>orted goods from Calcutta aud also with, the movements of com* 
modities to Calcutta^ for export. They also assist the small and 
medium sized industries in and around Calcutta as well as the collier- 
ies which cannot secure accommodation from hanks. The indigenous 
bankers finance the distribution of impoiied goods from Calcutta 
through wholesale ^ dealers who receive accommodation from them. 
As for the financing of exports to Calcutta, they grant loan to 
merchants who go to mufassal for purchase, lend money to local 
aratdars and help the movement of commodities by advancing on rail- 
way receipts and similar other papers. The amount invested is on the 
average Rs. 2 crores. 

Quwtion 3, — {a) Amount varies as mentioned but an average esti- 
mate is given in reply to question 2. 

(b) The volume of business has shrunk considerably in recent 
years. Formerly practically the whole of the trade mentioned in 
question 2 used to be financed by them. 

(c) F.xpenses are naturally lower than in hanks. It is difficiult 
to make an estimate more so as the same staff is also engaged in the 
trade activities of the firm. Roughly, 2o per cent, of the piofit of a 
normal year may be regarded as the expense of the establishment. 

{(1) In Calcutta, the relation between the indigenous bankers is 
cordial and the V^ankers always accommodate one another. They have 
business relationship with the Imperial Bank and to a small extent 
with some of the joint stock banks and exchange banks (for foreign 
business only) but none w’ith the co-operative banks. 

Quostion 4i — Hundis are generally of two kinds, dar.shani (on 
demand) and muddati (time). Each of these can be either shajog, i.e., 
to be paid through a well-known man or dhanijog, payable to the 
bearer. The liaukers also lend on promissory notes, purja and grant 
cash credits (khatapeta). In the last case the borrower signs his name 
.in the book of the banker and a stamp (one anna) is affixed. The 
banker also lends on the moitgage of landed properties and jewelleries 
but the volume of the.se loans is not large. 

QwSSWon 6> — (/) See reply to question 4. Cash credits are gener- 
ally granted to local traders. Interest is calculated on daily outstand- 
ings. Rate of interest varies from 6 per cent, to 12 per cent, per 
annum and according to season, nature of the loan and the credit of 
the paidies. 

(«) The indigenous bankers provide themselves with extra funds by— ^ 
(fl) deposits, 

{h) rediscounting their hundis with the bazar people, 

(c) by accommodation from the Imperial Bank and to a small 
extent from the joint stock banks. 

(»«■) The maximum rate of interest on deposits in Calcutta is 
Bs. 5-13 per cent, per annum; often it is less. 

(iv) The Imperial Bank fixed the limit up to which it will grant 
8iich accoiiiniodatioii to each banker and even then is reluctnnt to 
r^ieoouni if one of the signatories is compare tivelv a weak party* 
Formeriy a firm having branches in Madras and Bombay also had 
lixuits fixed in each of the Presidency Banks and so could redisdount 
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tip to those limits separately in those places. With the formation 
m Imperial Bank, there is now onlr one limit and so the facilities 
have been curtailed. The maximum limit in Calcutta is now Bs. 6 
lakhs. Formerly a Calcutta firm with branches in Madras and 
Bombay had also limits of Bs. 6 lakhs in each of these centres and 
the total accommodation was Bs. 18 lakhs; now it is only Bs. 6 lakhs. 
Baring recent years the policy of the Imperial Bank has been to cur- 
tail their business as much as possible. 

The Central Bank of India and to a very. small extent the Bank 
of India rediscount a little, but the exchange banks do not. Some 8 
to 10 years back, the exchange banks used to do rediscounting business 
particularly in Bombay but the practice has now ceased. 

(v) The facilities can be increased if — 

(а) the limits are raised; 

(б) cash credits are granted to the indigenous bankers on joint 

pionotes ; 

(c) the Imperial Bank agrees to discount or rediscount trade bills; 

(d) the stamp duties on hundis be reduced, say to 3 pies per 

Bs. 100, so that more borrowers will have recourse to hundis 
which are negotiable; 

(^) the Mitakshara system be so modified as to afford protection 
to the lending bankers against any possible repudiation of 
debt by minor members of a firm when they become major. 
The present law works against both lenders and borrowers, 
as the latter also find difhcultj' in raising loans on the 
mortgage of landed properties; 

(/) the general monetary situation be eased during the busy 
sea.son b.v starting to issue of emergency currency when the 
bank rate is still 5 per cent. 

Question 8. — If the indigenous bankers are granted certain privi- 
leges in realising their dues as are enjoj-od by banks (under chapter 37, 
Civil Procedure Code) they would be agreeable to keep separate their 
banking accounts and to subject themselves to lestrictions like exa- 
mination of their books by autnorised auditors and general supervision. 

Question 9, — In Calcutta the net leturn does not exceed 9 per 
cent, on the invested capital. 

Quostibn 19. — The volume of business offered to the indigenous 
bankers has certainly diminished, particularly in the remittance line 
since the opening of branches by tne Imperial Bank in the mufassal 
but their resources also have dwindled more rapidly because — 

(a) They receive less deposits now. The banks get more of the 

deposits, specially in the Native States, which were former- 
ly very important sources of deposits for the indigenous 
bankers. 

(b) The issue of Treasury Bills at high rates denudes the market 

of all Boating funds and the indigenous bankers find it 
extremely difficult to rediscount their hundis in the ba^r 
to replenish their resources. 
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ip) High yield of postal cash certificates now diTerts fuifite frtnn 
the indigenous bankers. The maximum -amount that cnn 
^ held by one man in postal cash certificates should be 
substantially reduced say to Rs. 5,000. 

In addition to the factors mentioned abore, the general credit position 
seems to have become worse and as a consequence the business done 
by the indigenous bankers at present is not more than one-fourth of 
that transacted before the war. 

QuettiOii 11i — (t) Please see the reply to Question 5 (r). 

Replies to suppiementary igiMtions. 

Question 1. — Can you give an estimate of the expoit and import 
trade of Bengal financed by indigenous bankers ? To wbat extent 
such bankers finance the inter-provincial ti-ade of Bengal? 

AnSWOr* — No accurate estimate can be given. Roughly it i's 
rupees ten crores. The indigenous bankers liave very little direct 
shares in the trade that passes fiom one centre to another of the 
Province (outside Calcutta). 

Question 2, — Among the indigenous bankers of Bengal, what is 
the relative proportion of those who belong to the Marwari community 
and those who do not? 

AnswOfa — Calcutta bankers who finance trade are mostly Marw’aris, 
Bengalis have very little shai*e excepting a few firms connected with 
the trade of Dac(;a. Bengalis prefer to invest on mortgage of landed 
property. 

Question Sir — Do these bankers take any port in the finance of 
small and iniddle-sized industries situated in and around Calcutta? 
If' they do, what is the method by which such loans are given by them, 
and what is the usual rate of interest? 

AnsWOI*,- — ^Yes, the indigenous bankers finance to a gi-eat extent' 
the small and middle-sized industries in and around Calcutta and also 
collieries that cannot get accommodation from banks. lioans are 
granted in such cases by Iwindis on personal credit alone. Kates of 
interest vary from 9 to 18 per cent, per annum. 

Quostion 4, — What kinds of securities are generally demanded by 
the indigenous bankers for loans granted to industrial establishments? 

Ariowsra — No sei'urity is generally taken for these loans. 

QuartHNt 8*-— In the matter of giving loans, do they make any 
distinction between loans required for capital expenditure and loans 
wanted for meeting current expenses? 

AtItiVtrar— The bankers do not care to know whether the loan ia 
intended for capital or recurring expenditure. 

QWIrtitA Ihr'-’-What are the sottroes from which indigenona bat^era 

eStliuh tkeil’ fnndiP 
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.. A(|pMr.*--Fleasc se« reply to Question 5 (*t) of tlie general Question' 
naire. Tke indigenous bankers have now to relj on tbeir own re- 
soufe^ supplemented by the accommodation they receive fi<oiu the; 
bazar. 

t(|lMStiofl !• — Do the indigenous bankers usually keep any deposits 
vrith joint stock banks? To what extent do they subscribe to the 
loans floated by the Government and the important public bodies of 
Calcutta? 

Anlivif. — The indigenous^ bankers often keep deposits with banks 
for emergency. Sucb deposits add to the prestige of the Arm. The 
bankersv do not subscribe largely to loans raised by Government or 
public bodies. 

9 * — ^Is there any special feature in the hundi business 
carried on by indigenous bankers in Calcutta? 

Answer. — The only peculiarity is that in Calcutta, darshani hundis 
are paid one day after presentation except when they are presented 
through a bank. 

Question 9. — Do you recommend the introduction of standard 
forms of hundis? 

Answer. — No, the personal element in the hundis will be lost in 
case standard forms are introduced. Provided the negotiable char- 
acter is in no way affected, the present forms should remain unaltered. 

Question 10, — What proptirtion of your hundis is rediscounted by — ■ 

(«) the Imperial Dank of India, 

(b) the exchange banks, and 

(c) Indian joint stock banks? 

Answer. — The subject has been disucussed in reply to question 
5 of the general Questionnaire. No accurate information is possible 
on the percentage of the total rediscount-business of the indigenous 
bankers done by banks. In no case, it will exceed 10 per cent, of the 
total business. 

Question llr^Has indigenous banking declined in Calcutta during 
the last 26 years? If so, what are the reasons for the decline? 

Answer. — ^Yes. it is now not more than one-fourth of what it wa» 
25 years ago. The causes of the decline have been narrated in reply 
to question 10 of the general questionnaire. 

QuoitNMl 12« — Is there any association of indigenous bankers is 
Calcutta? If so, may we have a list of the members and a 6opy of 
the rules of business? 

Ai|igstr«>--There sag an association before, but it does not exist 

now. 
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flai Jadunatti Maiwiidar Bahadur, C. I. E., Managing Diraetor, dassMV 
United Bank and Director, Jessore Loan Company, dessorOi 

Part I.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (i) (a), (b) and (c) The cultivators when they are in 
need borrow money with or without interest, generally with interest. 

(«) The interests that are now charged generally vary from Bs. 1-8 
to Bs. 3-2 per cent, per month and interest is paid for the period the 
loan remains unpaid. Very rarely security is given. Ijoans are granted 
mostly on bond, registered or unregistered. Ninety per cent, of the loans 
to the agriculturist are unsecured. 

(Hi) Government in exceptional cases of flood or famine or failure of 
«i-op8 make advances of small sums of money to cultivators but realise it 
in a very vigorous manner under the Public .Demands Becovery Act, 
through SuVDeputy Collectoi-s and Nazirs. 

I am not aware whether Imperial Bank plays any part in agricultural 
finance. 

I am not aware whether the joint stock banks in other districts have 
done much towards financing agriculturists, but most of the muffassal 
banks and loan companies lend money to the agriculturisis on moderate 
interest. The co-operative banks have done some good in this direction 
in certain localities. 

Banks, professional money-lendei*8, merchants and dealers, etc., render 
■considerable service to agiiculturi.st8 by advancing loans. 

(iv) A crore to a crore and a half will be neijessaiy for various parts 
•of this district and about 40 to 50 crores for the entire province. 

(r) There is virtually no i-egular system of financing agriculturists 
except through <!o-operative credit societies, which do not lend money 
largely for purely agricultuml puimoses, but advance money for indis- 
creet expenses for performing sradhs, marriages, religious ceremonies, 
etc. The difficulty of financing agriculturists lies first in the facts that 
they are generally improvident. Very seldom they tiy to save money. 
They sometimes 8}>end their money in purchasing useless things. They 
are also imitating higher class bhaaralogs in their modes of living. Their 
holdings are veiy small and no bank situated at a distance froin a parti- 
cular village will think of purchasing small holdings in case of failure 
hi pay the money, though the holdings may be transferable, as they have 
"been now made by the Bengal Tenancj' Act. The difficulty of speedy 
realisatioh is another serious factor. One has to sue and go through all 
the dilatory processes of Civil Courts in older first to get a decree and 
then to attach and have the propert.v sold and then to find a purchaser 
for the sale, which cannot be always procured except with gfreat difficulty 
as neighbours, unless they are unfriendly, do not wish to go against the 
interests of a neighbour. Muffassal banks are thus put to great difficul- 
ties in realising money from the agriculturists. The co-operative credit 
hanks have the advantage of realising the money through Public 
Demands Becovery Act, which the ordinary banks do not get. 

In ibis connection I may give the results of my experten^ which I 
have gained -by my contact with two principal banks of the district, the 
•Jessore Loan Co., Ltd., and the Jessore United Bank, Ltd. 
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Jessore Jjoan Company was started with the idea ot financings 
zemifidars and iniddle^lass men, who in times of need had to borrow 
money from professional money-lenders at exorbitant rates of interest. 
The starting of the companies has brought down the rates of interest in 
this district and the object aimed at was largely achieved; but it did 
not do any good to the agriculturists and starters of small industries as 
the company could not count upon what is called human asset and found 
by experience the difiSculties in realising small monies from such classes 
of borrowers. With a view t<j help agriculturists and starters of small 
industries the Jessore United Bank, iJd., was started more or less under 
the auspices of those who are still connected with the Jessore Loan Co., 
Ltd., twenty years ago, and the ex|>erinient of lending money to agricul- 
turists has, I am glad to say, on the whole proved successful and this 
success has been mainly due to the per.sonal contact of the management 
with the agriculturists of the neigh bouihood. 

The illiterate agriculturists, whether Hindus or Muliamniadans, are 
generally honest and do not try' to evade just debts, unless they' fall 
under the influence of touts or are reduced to poverty by death of some 
earning members of the family, loss of cattle through plague, loss of 
house by fire mostly througli his own carelessness or that of his neigh* 
hours, through ruinous litigation either with the landlord or some co- 
sharers over the paternal property, through protracted illness or loss of 
crops from drought or flood or ravages of insects. I have always found 
that an honest though poor agriculturist is better than better placed 
dislionest people though rich. Landed security is no guarantee either 
for punctual payment or for liquidation of debt. Bank which lends 
money can hardly be expected to run itself smtwthly, if compelled to 
sue its boirowers, who through the help of the Couris can resist payments 
for a number of years, if not totally. The United Bank had, however, 
been able to manage its afi'airs sniootbly. No bond is registered and 
money is lent chiefly on peisonal security’ of the meditors, hut it has to 
face difficulties now and then on account of the reasojis given a'bove. 

Remedy . — The remedies that I suggest are as follows : — 

(i) The Government should grant some facilities of the Public 
Demands Recovery' Act to the banks as it does to the co-operative banks. 
It may be uiged that the co-operative banks are controlled more or 
less by Government while the private banks are not. But the companies 
Act niay be so amended that the advantage of recovery may be given to 
thfjse banks who submit to Government supervision, the cost being 
defrayed by the banks. 

(n) The Imperial Bank or a new bank to be mtablisbed by Govern- 
ment to be designated “State Agricultural Credit and Small Industry 
Bank” should be empowered to advance loans to private banks on the 
security of their assets when such banks agree to Government inspection 
and control provided they affiliate themselves to the State Bank. Such 
banks will be allowed to deposit money on current and fixed accounts and 
also to draw money at the rate of interest at which they advance money 
whomever necessary. The transactions with the State Bank should be 
Allowed to be done_ through the agency of Government treasuries and 
sub-treasuries, provision being made for such transactions. 

(«i) 'Phere is at present no co-ordination among various credit agencies 
mcluding Government. As the law stands at present there is no sc<^ 
for improvement in this direction. Private banks willing to come under 
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direct control an4 8upe*Ti#iea of tJoverojne^ will b« in a better poaition 
to help each otb«f aa well a$ demarcate tlffir epberes of work. 

QlMfCion 2a (i) Generally tbe raraala tlremsel'rea bring their crops to 
the market. In some cases small dealers^ purchase the crops from the 
raiyats at their houses and then bring to the market. The raiyat, if he 
is pool', is unable to hold up his crop for a better price. The well-to-do 
raiyat generally does not part with his crop till he secures the highest 
price. The raiyat has generally no reserve to fall back on and as soon he 

{ gathers his crop has to spend money for family expense, to pay bis land- 
ord as well as the mahajan, if any. Owing to the sunset law, the big 
landlord has to pay his revenue punctually in Asar (June), Aswin 
(September), Pous ( Januarj-) and Chaitra (March) and raiyats have also 
to pay according to those kists. And in order to pay his rent or debt he 
has to part with his crops sometimes at cheaper prices than what he could 
get if he could hold up for sometime. 

Holding u|), however, sometimes proves disastrous to the raiyats 
owing to their ignorance of the condition of the Calcutta market. I’ake* 
jute, f*u‘ instance. Prices are very fluctuating. When the prices are 
rising raiyats think they would get higlier prices if they hold up ; but 
it often happens, price.* fall down all on a sudden and raiyats fall into 
a pitiable position. I have often found them holding up jute for two 
and three years expecting higher prices and ultimately compelled to sell 
at nominal prices. 

(ii) At present I do not find any possibility of fonning any pool or 
combined co-opera tir-e eft'orts. They are neither likely to make much 
headway in marketing produce. The raiyat does not yet believe that 
any one else than himself can sell his produce to the best advantage. 
Illiteracy and ignorance are the stumbling blocks in the way. I have 
myself tried to form such soi-ieties and failed OAving to the raiyats mutual 
distrust of each other. 

(Hi) There are uo co-operative sale agencies in my district. 

(ic) At present the raiyats sometimes take advance only in respect of 
jute crop from middle-class jute dealers entering into a verbal agi’eement 
with him for selling jute of particular quality at particular prices, and 
when the jute is ready it is taken by the persons who have advanced the 
money. The raiyats sometimes try to evade the agreement when they 
find the price of jute higher than contracted rates, and the advancer also 
tries to reduce the contracted rate when he finds the market dull. The 
raiyats sometimes borrow money from money-lenders to bold up the 
jute and sell it later on at higher prices. 

(r) No difference between internal and foreign trade. 

(r») (a) All goods are exported to the wrt of Calcutta through cer- 
tain mokams or marts of the district. They are carried by boats, 
steamei's as well as railways. Some European firms and Marwariea 
have also their own agencies for jute business in the muffasal of the 
diatrict . such as Lohagarh, Brahmandanga, Sailkupa, iMagui^ 
Barobaaftr, Kesabpur, Kotchandpur and so on. The villagers bring 
(be goods to tbe market. They are purchased directly by the local 
merchants or intermediate dealers and then export them to Calcutta 
where ihey are taken to arats of Hatkhola, Tala, Ultadanga, BelgaoMa, 
and so on. The local nverohants sometimes have their own Capitol ano 
alto borrow from banks and money-lenders and also take advanoei 



|ro|^: amtdaro at faroumbl^"’ rates wbo in 4beir tnra borrow money 
mostly froni the Marsparief ai^d also fros^ jBSnfali batiks abd money- 
lenders as well as from Caleatta^ banks, 

(6) The import trade; rioe, paddy and jute. 

(a) and (h) Goods are imTOrted mostly by European merchants and 
from them they are puj’chased at present mosMy by Mai*e*arie8 and other 
non-Bengali merchants and then there are intermediate dealers Bengalis, 
Haru'ai'ies, up-countrymen, etc., and they in their turn sell to muffassal 
traders. These export and import trades are all financed in the same 
way. 

(ri) (a) European banks very rarely are of use to Bengali merchants 
and tiaders and the few Bengali banks in Calcutta Lave not money 
enough to finance import and export trade of Bengal. Manvari mer- 
chants have a combination of their own and help each other and are also 
patronised by Eui-opean banks and firms. Formerly there were Bengali 
banians in almost all European firms but now they have been wholly re- 
placed by non-Bengalis, who are mostly Marwaries as Bengalis are no 
longer liked by Europeans on account of their progressive politics. So 
import and export liusiness in Bengal has ahnost gone out of the hands 
of the Bengalis. 

The only remedy that I can suggest is that there should be a State 
Bank in Bengal under the management of Bengalis. 

Question 3> (?) The value of land per acre varies in different locali- 
ties. In some places where the rivers are dead and where malaria pra- 
vails and the villages Lave been virtually depopulated, lands go a 
begging. In such places land can l)e had at lls. 25 to Bs. 50 an acre 
with an annual rent of Rs. 3 to lls. 4-8 a year. This is one extreme. 
The other extreme lies at places where the rivers are still alive, the 
lands are intmdated and fertilised by the deposited silt, and in such 
cases the value of land is Rs. 100 to Rs. 300 per acre. The rate of 
rent also being a little higher, i.e., from Rs. 4-8 to Rs, 6 per acre per 
year. In exceptional years, when the price of jute is exceptionally 
High, an acre of land may fetch even Rs. 400 to Rs. 600. 

(n) The factors as stated above are healthiness and unhealtliiness of 
locality, the condition of rivers, the scarcity of population. 

{a) In Government sales revenue-paying estates are sold either for 
non-pajTnent of road and public work cesses or for non-payment of 
revenue. When entire estates are sold they fetch more value propor- 
tiopiktely than when a portion is sold. 

(h) In Civil Courts, sales for arrears of rent, free from incumbrances 
fetch higher prices than ordinary sales. Agricultural holdings when the 
lands are khas fetch more prices than when they are occupied by under- 
tenants, etc. In recent years Civil Court and land revenue sales have 
not fetched more than 10 to 15 times of annual profit. 

Quwtion 4 (i) There is no legal impediment to mortgage of land in 
ngricultural holdings if the rights therein are peimanent. 

{it) The i^ended Bengal Tenancy Act has come into operation 
iwently and it is^yet too early to speak of its influence upon the credit 
«»{ agricnlturisis. But it is expected on the whole to raise agri- 
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(lit) The smallness and fragihentati^n <61 the agricultural holdings of 
this province and in this district stand much ih the way of establishing’ 
long-term credit institutions. 

(iv) There is no laud mortgage bank in t&is district. The Jessore 
United Bank, however, advance large amounts to purely agriculturists 
on three years’ credit, but the bank is finding greater and greater difficul- 
ties year after year in realising monies advanced and is now gradually 
restricting its operations only to the sadar subdivision of the district. 
Some other joint-stock companies, such as the loan company, and the 
banking and trading company, also lend money to agriculturists to a 
limited extent. Private money-lenders also lend money to agriculturists. 
Money is also lent to zemindars and tenure-holders on mortgage of their 
properties. 

(v) The capital is raised by issuing shares and taking deposits and 

the banks lend money just as any other man would do. The United 
Bunk lend money to agriculturists and do not insist on registration of 
the bonds. , 

(vi) I>and mortgage banks have been always found in the end to be 
tiansforined into zemindari companies. Zemindars borrow money, and 
interest goes on accumulating and in the end the mortgage banks and 
even other banks, which are not named as such, are compelled to sue 
the zemindars and eventually to purchase the properties at considerable 
loss as very few zemindaries can be profitably managed to yield a 
dividend of six per cent, on the capital spent in purchasing it. Land 
mortgage banks can be usefully established if provision is made not only 
for lending money but also for managing the zemindary and improving 
the lands and then letting out to tenants. This can be done only through 
usufructuaiy mortgages. I have a scheme of my own which I can 
submit, if required. 

{vii) (a) The record-of-rights, so far as my experience goes in the 
district of Jessore, Khulna, Faridpur and Barisal, has made confusion 
worse confounded. The settlement operations have unsettled state of 
things and if is very difficult to suggest any means by which disputes 
and contra claims by parties other than those who are the clients of the 
bank can be avoided. I have thought over the matter and I think it 
is rather impracticable to do anything. 

(b) It will require an amendment of the Civil Procedure Code. Pro^ 
vision should be made that as soon as a decr^ is obtained by a land 
mortgage bank and the payment is not made within a month of the date 
of the decree, the bank will be entitled to possession. 

(c) I do not consider the cost to be so heavy as to require any 
reduction. 

{riii) Working capital can be derived from all the three sources. 

(t>) The debenture bonds will carry neater weight if there is 
Government guarantee both for principal and interest. 

(x) Provision should lie made for Government control and supervi- 
sion in order to secure Government against loss. 

(xi) Agricultural mortgage banks can be started under the same con- 
dition both with or without Goverameni raarantee prorided the Public 
Demands Becovery Act be made applicable. If monies are lent at 
per cent, per annum the banks themselves will not be able to secure' 
more thau nine per cent, for dividend and that tffiould be the minimuxa: 
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rate ol interest of the agriculfucal bank at pi^sent. No bank can obtain 
dep^it now at less tban (i cent, and shareholders will not generally 
invest money unless they get at least 12 per cent. 

^ 'X 

QlMStiofi S* (i) I am not awai-e. 

(ii) to (iii) (a) and (b) An approximately correct estimate can bo' 
made of the existing indebtedness of agricultural classes from — 

(t) The registration offices. 

(tt) Through Presidents of Union Boards or President Panchayeta 
where theie is no Union Boards. 

(Hi) Ornaments, plough and agricultural implements are not gene- 
rally mortgaged by agricultural classes. Oimaments of agri- 
cultural classes are generally of silver and rarely of gold and 
they are seldom pledged. I^ands are generally mortgamd». 
and this can be found out from the registration offices, which 
now a days do a very brisk work as ordinary money-lendei'a 
veiy seldom lend i>joney without having their deeds registered. 

(iv) («) Debts are incurred for repayment of earlier date. 

(h) Mai-riage, sradli and puja. 

(c) Litigation. 

(fl) Famine and other kind of distress. 

(e) Payment of land revenue and debts. 

(/) Very rarely. 

iff) Purchase of cattle. 

(h) Not at all. 

(i) Not at all. 

(r) Government lends money on very strict terms on the occurrence- 
of famines and failures of crop and other kinds of distress and realise- 
them through Deputy Magistrates, Na/irs and often police officers 
almost relentlessly. Co-operative societies, indigenous banks and pio- 
fessional money-lenders also lend money. 

(ri) Owing to high price of jute, agricultural indebtedness, I think,, 
is decreasing in this district. 

(vii) So far as I am aware, the needs of agriculturists in this district 
are, except in case of famine or flood, seldom met by Land Improvement. 
Loans Act of 1883. 

{is) Itinerant Kabulies are found not as money-lenders but sellers 
of winter clothes, foreign as well as country made. They sell on credit 
at exorbitant prices and then realise money from the cultivators witlt 
or without interest by sheer ph 3 ' 8 ical force. 

(x) Usurious rates of interest have almost disappeared from thi* 
districf. 

(«f) Civil Courts never allow usurious interest. 
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, (jcii) There i» no staadiard rateef interest. Oetterally 12 per cent, ii 
adlowed. 

^ So far as I am aware this is not the practice here in this 

4irstri(?t. 

(xiv) Government or recognised banks may open ^las with con- 
venient centres and piovision should be made for the realisation of same 
through the Public Demands Recovery Act if the cultivator fail to pay 
w'ithin the stipulated period. 

(.rr) The interest of paddy loans is 25 to 50 per cent. In some places 
it is decreasing. 

(xvi) Rates of interest varies from 12 to 24 per cent. The interest 
is calculated at monthly rates, and for any fraction of a month inteiest 
is charged for that fraction only and not for the full month. 

Very rare in fliis district. I have seldom come across such 

ihing. 

(^rr^V) Needs no answer. 

Quastton &• {i) Cultivators sometimes convert paddy into rice and 
sell them into market. Small machines (rice mills) have been intro- 
duced in some localities for this purpose. 

Cultivators also sell milk. Goalas have only dairy faniis. 

Gur-making is very common in this district. 

There are sugar refineries also, though the number is decreasing year 
by year. 

There are no cotton ginneries in this district. Hand-weaving is still 
made by jolas and tanties and not by any other classevS. There is also 
liand-spiiming now. 

Garden produce is also sold at the market by cultivators. 

Solahat-making, and mat-making are also one of the industries of 
this district. 

(//) This district was noted for sugar iiidustiy and the whole of the 
eastern districts and Assam used to get sugar from this district, but 
the competition at first of Ma.uritius, then of beet and then of Java 
sugar has almost destroyed this iiidu8ta*y and Kotechandpur and other 
prosperous towns of the district have been ruined owing to failure of 
this industry. The gradual silting up of the rivers is also one of the 
causes, because boats of the eastern districts cannot ply in any of the 
rivers on the banks of which the villages are situated. 

Advances of money on small interest given to hand-weavers and 
sugar and gur-makers are likely to improve the industry to a certain 
extent. 

(m) I can surest hand-spinning, hand-weaving, basket-making, mat- 
making, itiir-makinir, bamlKK) and cane furniture making. Caste pre- 
judice still stands in the way of neople taking up any industry otW 
than what is allowed by custom ana tradition. 

Best method of securing working capital is advance of loan at 
.email interest. 

{v) State Banks. 
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Jointly wbfnitttod by (1) Mn Ci^l Chafidra Biswas, B.L., Pioador, 
Managing Oireotor, Barisal Rindan Samiti, Ltd., (2) Mr. Kali 
Prasanna Cuba, Deputy Chairman, Barisal Co-operative Central 
Bank and Zemindar and (3) Mr. Rajani Kanta Chatterjee, 
Seeretary, Barisal Loan Office. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (1) Pitifessional money-lenders. 

{2) Money-lending landlords within their own estates. 

\3) Co-operative Societies. 

<4) Joint stock banks (rarely). 

(5) Government (during famine and scarcity). 

(a), (b) and (c) Generally for cultivation purposes and occasionally 
for other needs, but raiyats do not appear to incur loans for permanent 
impK)venient of land, which is done by their landlords. 

(n) Generally 18 to 25 per cent. One-fourth and three-fourths. 

(iii) Professional and landlord money-lenders play a great part, 
llecently co-operative societies hav»e been playing a considerable part. 
Other agencies nominal parts. 

(tv) Ditficult to 3UV without reference to statistics but nmy be Rs. 50 
lakhs or more annually. 

(c) Defects in agricultural financing — 

<a) Want of sufficient capital. 

(h) Exorbitant ratfes charged by greedy professional money-lenders. 

(c) Want of means of money-lending landlords to lend requisite 
amounts within their estate where neighbouring lenders are unwilling 
to lend for risk and trouble. 

{(1) Increase of cost of stamp duty and registration fee. 

(e) Increase of litigation cost and law’s delays in realisation. 

(f) Unwillingness on the part of lenders on account of improvident 
habits of our raiyats due to illiteracy and ignorance. 

(g) Court’s undue leniency to judgment debtors. 

Suggested remedies : — 

(1) Government should allot each year for each district a sufficient 
amount according to local needs for granting loans under thfe Agricul- 
tural Loans Act, 1884, and also fixing a moderate rate of interest for 
the same. 

(2) In cases where Government considers it inconvenient to grant 
loans directly to the raiyat advance may l)e made to their landlords on 
condition that the latter should grant loans to the former at a specified 
rate of iiuerest having a margin of profit for risk and trouble. 

(3) Agricultural loans should be exempted from stamp duty and 
legistTation fees, and court fee stamp on suits for realisation of those 
loans should be remitted or substantially reduced. 


28 
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(4) Steps should be taken by propaganda work for popularising co- 
operative societies and establishing the sam^ in every important village 
or group of villages throughout the district. 

{5) Establishment of Government aided industrial agricultural 
banks at each subdivisional headquarters at the district. 

(6) Establishment of fre'e primary schools for general maes educa- 
tion to promote habits of thrift and economy and co-operation. 

(vi) (1) At present there is practically no co-ordination. 

(2) Experimental attempt has been made by establishing an All- 
Bengal Baukters' Federation in Calcutta to co-ordinate the work of the 
various joint stock companies and loan offices in Bengal. 

Suggestions for improvements in every district. 

(1) There ought to be an association of all banks within the district 
for concerted action for the mutual bentefit of bankers and their clients. 

Quwtion 2« (i) (a) Beparies or itinerant traders going round in big 

country boats purchase the produce going to each village directly from 
the producer. In this way the bulk of the produne is sold. 

(h) Some quantity of produce is taken by the producers to the nearest 
market at a distance of several miles and thtere sold either directly to 
the consumers or to the beparis. 

(c) Sometimes the producer holds up his crop for a better price, but 
that is not always possible owing to pressure for payment of landlord’s 
and «rreditor’8 dues. 

(ii) Marketing w’ould be greatly facilitated if in every big village 
or a group of villages at least one co-operative purchase and sale-socitety 
is formed which may stock the purcha.sed produce at a convenient place 
and then arrange for sale to the consum-er at exporting centres of trade. 
Experiments in this direction may he tried with success. 

{in) We are aware of only one sale-society oiganised by Bahu 
fiiaral Kumar Dutt, m.a., about two years ago at Barisal. Soinie 

village societies have also been organised. Loans are being given from 
these societies repayable in agricultural produce. Th<e Central Society 
is getting working capital by way of loans from the Provincial Co- 
operative Bank. Similar societies should be organised throughout the 
district. 

(ir) Beparies aite mostly helpfed with loans by professional money- 
lenders and with advances by big dealers at exporting centres. 

(vi) (fi) Beparies (itinerant traders), farias (small dealers) and 
mahajans (big dealers) through w-hom the produce passes from the 
producer to the exporting port are helped with loans mostly by pro- 
fessional money-lenders and partially by other credit agencies re'flerred 
to above. 

(vi~b) The suggestion of speculative hctivities being the cause of 
producters not getting full value for their crops is not altogether un- 
founded, though we cannot give any fact and figures. The producer can 
value if iniddlemen can he eliminated. This is possible by 
educating and training our agriculturists to work on co-operative lines in 
growing and marketing the oroduce. 
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ii[w) Suffering more for want of leapital than for other reasons. 

(viii) Mostly postal money orders and insurances and partly by 
hundis. 

(ix) Suggestions for improvements. 

Establishment of a central bank at the district headquarters with a 
view to CO -ordinate the work of the town and mufassal banks and the 
developuieni of the cheque system money order and insurance should 
also be abolished or substantially reduced. 

{x) Negotiable instruments play very small part in the internal 
trade of the district. 

(xi) Bills of exchange should be duty free. 

(xii) Hundis are of two classes^ vix., (a) payable at sight or on 
demand, (h) payable after a stated period. 

{xiii) Standardised form may facilitate its use but should be without 
stamp. 

{xv) Discounted at provincial centres and not locally, 

(^t) No. 

(xim) Not in this district. 

Question 3. (i) Land growing only paddy, average per acre Rs. 40(h 

I^and producing paddy and other crops, average per acre Rs. riOO, 
calculating at 10 times the net profit. 

Execution sales rarely feb'h full value. Revenue sales fetch more 
than execution sales, as the purchaser in Revenue sale is put to less 
trouble and risk in avoiding incumbrances and getting ixissession. 
Voluntary sales in most cases fetch full value. 

Question 4. (i) Legal impediments removed by the amended Bengal 

Tenancy Act. 

iii) Bengal Tenancy Act has greatly improved the credit of the 
agriculturists. In some instances this has been the cause of ruin of 
the raiyats. 

(hi) Smallness of landholdings is unfavourable to the establishment 
of long-term loan institutions. 

{tv} None in this district. Establishment of such banks may be 
beneficial to the middle-class and agriculturist. The joint-stock banks- 
may also advance on mortgage of lands, but experiencje shows that there 
are difficulties in lealising the mortgage dues by expensive and ruinous^ 
litigation. These difficulties may he removed if the mortgage bank is 
placed in possession of the mortgaged projierty for realisation of 
interest and principal. We would also suggest that in case of mortgage 
by agriculturist stamp duty and litigation cost may be disjiensed with 
or reduced 

(vii) Iniprovement of record^of-rights — 

Periodical corrections (at least every 15 years) should he made. The 
Bengal Tenancy Act (Chapter X) should be amended if necessary. 

Question & (/) It is difficult to say without referring to statistics. 
But it will be over Rs. 50 crores in this province. 

Jh) It is extremely difficult to prepare accurate statistics. But 
estimate of loans by registered documents may be obtained through 
the Registration Department. Income4ax Officers may also supply 
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valuable information jegarding the amounts of loan transactions of 
assessees. The Civil Courts may also supply information regarding 
loans for whi(rh suits have been brought. Of the total indebtedness, 
secured debt may be |th and unsecured Jths. Of the latter class, the 
amount secured by pledge of ornaments and implement will be very 
small. 

(tv) All the purposes mentioned in the question except last two 
lih) and 0*)]. 

(r) To all classes of creditors named in the questions except probably 
Government and joint-stock banks. 

(ri) I think it is increasing. 

(vii) Save during famines and scarcity loans are scarcely given 
undar these Acts except probably in Government khasmahal. 

(viti) By making sufficient allotment of money in the Provincial 
Budget every year and by fixing the rate of interest at 6 per cent. 

(i>) There is a dozen of Kabuli money-lenders or thereabout in this 
very town (Barisal), who charge high rates of interewst and realise their 
dues by resorting more to violence than to the law court. There is h 
good number of them in the commercial centres in the interior. 

(ai) Not availed of to a desirable extent. 

(mi) Our coui’ts do not follow any standard rate in case of secured and 
unsecured loans. 

(mii) Since the enactment of the Usurious Loans Act, 1918, such 
devices are being practised, although rarely. 

By establishing in each village or grou]) of villages Dliarmagolas 
or co-opeialive grain banks for giving surdi loans to the agriculturist 
of the localily repayable in kind with interest exceeding l/8th. 

(.n’) and (xvt) Interest on paddy loan is 25 to 50 per cent., 
acctucliiig to needs. The said interest is charged for 6 months or so, i.e., 
from Ashar or Sravan when loan ivS taken to Poush or Magh when it is 
repaid. 

‘ (wvii) and (xviii) There may be some instances but we do not think 
that their number is large nor do we think it takes away the incentive to 
produc^e more. 

Question 6« (i) (//) There are three or four rice mills in the district 

but they are not in a prosperous condition. Manufacture of gur 
(molasses) on a small scale mostly by agriculturists seems to have been 
successful. Garden produce on commercial scale is tried now and then 
but not with success. There does not appear to be any other notice- 
able industry in the district except two oil mills. 

(it) Suggestions for improvements. 

Joint-stock companies for improvement of home industries and rice- 
milling have been tried in this and other districts but without any 
success, probably for want of exi>ert knowledge and business-training. 
However, attempts should be made again till success is achieved. Ex- 
periments in the following dii'ections may be tried, viz. — 

(а) Manufacture of cocx>anut oil, fibre and other products from 

cocoanut. 

(б) Preparation of palo from shati roots. 

(c)' Dairy-farming and garden vegetable in the vicinity of muniol- 
pal areas within the district. 
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(iii), (iv) and (v) Sir P. C. Roy wanted our cultivators to spend their 
spare time in spinning and weaving by introducing charkas and hand- 
looms in every populous tract. This may be tried by the District Board. 
I understand there are weaving instructors in the employ of some 
district boards. The working capital for the above purpose will not be 
much and may be supplied by tne credit agencies referred to above. 

Question 6Bi 't), (/>) and (Hi) Indigenous bankers and joint-stock 
banks grant loans to non-agriculturists. They generally borrow for — 

(а) payment of old debts; 

(б) payment of rent and revenue; 

(c) expenses at sradha, marriage and other ceremonial occasions. 
At rates of interest varying from 9 to 12 per cent, per 
annum in case of secured loans and from 12 to 18 per cent, 
in case of unsecured loans. They get veiy little help from 
other credit agency. 

(tv) I think it is increasing. 

Quostion 7. (/) Go-opeiative central banks receive deposits from 

joint-stock banks. 

(n) Ijimited working capital in comparison with the vast agricultural 
area. 

(Hi) Difficult to say but it will exceed 21 crores. 

Gr) I do not think there is any competition. 

(vi) I think it may be stimulated in the way suggested. I think it 
may receive another stimulation by exempting the interest on deposit 
fn)m income tax. 

QUMtion 7A< (i) Jjoans to depositors and shareholders should be 

permitted. 

(ii) I do not find any necessity for enlarging the scope of this section. 
The provisions of the section 32 appears to be ade(|uate. 

(ni) I advocate co-ordination and free interlending between co- 
operative and joint-stock banks. 

liv) Relations between co-operative and other banks is friendly and 
in this town Rindan-samity, a joint-stock bank, is a big depositor of the 
Co-operative Bank. 

(v) 1 do not see any provisions of the Co-operative Societies Act 
acting as a bar. 

QutStion 7B« (i) I think that their establishment has reduced the 

rate of interest. 

(it) Professional money-lenders have been appreciably replaced. It 
may be to the extent of one-eighth or a little more. 

(lit) (1) Illiteracy and ignorance of the agricultural population. 

(2) Want of sufficient working capital. 

(3) Want of sufficient propaganda work. 

IA« — Loan Olllooo and doint-Btook Banka in tlio Mufasaal. 

Quaalion 1 . The annexed tabular statement shows the number of 
loan offices with their details. 
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& (^0 Bindaasamitv charges compound interest at yearly 

rest. But in some cases remits the same. But the Barisal Loan Office 
invariably remits in eases of amicable settlement. 

{Hi) No such practice exists in this district. 

(iv) Suits on bonds or handnotes are not generally brought until on 
the last day of limitation period; in some cases the limitation is saved 
by taking written acknowledgment of liability accompanied by some 
payment of interest or principaL 

Question 6. {i) Barely. 

(n) Not so under inesent conditions. 

Question 7. (/) No. 

r//) They can discount liundis though they are not doing so at 
present. There is no practice of lending on Railway receipts as there 
is risk and trouble in realising by sale of the goods if the loan is n(>t 
amicably paid. 

Question 8* (/) The Rindansarnity reserve about two-thirds of its 

net profit last year. 

{H) Barisal Rindansainity declared dividends at 12i to 20 per 
cent, during the last five years. 

Question 9« (/) The following iinjK)rtaiit a(!Couni books are generally 

kept, vi«., (1) a general ledger (jamakbarach, in which all kinds of 
income and expenditure are entered); (2) an account of all kinds of 
deposits or in some banks their separate accounts; Ql) an account of all 
kinds of loan transaction or in some banks vSeparaie accounts for secured 
and unsecured loans; (4) abstracts (kbatians) from the alwve books 
showing amounts of different classes of deposit, loaJi.s and expenditure. 
The accounts are generally kept on cash basis and not mercantile basis. 

(ii) I think it w'ill be convenient to the banks and their clients if 
a uniform system of keeping accounts is followed. 

I 

QuflSiion 10. Federation is highly desirable. I am glad that an 
attempt is being made in this direction by establishment of the All- 
Bengal Bankers’ Federation at Calcutta. 

Quostion 11. I agree with the views expressed by the Central 
Bank of India in its memorandum published in the “Liberty,” dated the 
3rd January 1930, to the following effect: — 

“Instead of opening branches of city joint-stock banks in the 
district, efforts should he made to open <Jistrj‘-t joint-stock banks under 
the supervision and guidance of citj- joint-stock l>anks. District joint- 
stock banks should be started with capital in accordance with, the 
importance of the di.strict and its banking requirements. At least one- 
fourth of its capital should be subscribed by the parent institution 
and the balance of the capital should be taken up by the district. 

It should have a Board of Directors of its own consisting of pro- 
minent' merchants and landholders of the district, and the present bank 
should supply its management and guide them in their working, TTie 
district bank should work independently with such control of policy 
as may be mutually agreed upon between the parent bank and the 
district' bank. The city Imnk and the district bank, two separate 
entities, would greatly facilitate the discounting and rediscounting 
business of denrand and usance hundis. Besides this advantage, the 
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district joint-stock bank would be able to attract deposits and savings 
bank accounts, the promoters and dire(?tors being men on the spot and 
known to the district. It could satisfy the wants of the merchants 
through its parent institution and would be in a better position to 
determine the credit of the commercial community of the district. 
The public would consider such banks backed up by a large joint-stock 
bank floated with their own eaiiital managed by their own men, as their 
own institution and would naturally feel imdined to give them pre- 
ference over others. The parent tmnk would have in it a wsuitable 
medium through whicyh the trade of the district could with safety be 
financed. The district joint-stock banks should come in touch with co- 
operative banks and co-operative credit societies in the different sub- 
divisions of the district, and through them should lend moneys on agri- 
cultural products and raw materials.” 

Question 12. No. 


Part II.— Indigenous Banking. 

Question 1. i^i Lending money. 

(6) Dealing in iiundis. 

(a) Sometimes receiving dejiosits for purpose of lending. 

Question 2. They helj) to a large extent — more than half. They 
sometime lend direct to the agriculturist and vsometime to their land- 
lords, wlio ill Ifieir term lend to their raiyats. They lend also to 
nierchanis aiul liuders. 

Question 3. They sometimes borrow' money from joint-stock lianks 
for the pui'pose of leading at higher rates. They also keep deposits 
occasionally. 

Question 4. T sual forms are u<ed. There is nothing pcf uliar in 
them. 

Question 5. (# » They grant loans on mortgages, simple bonds, 

handnotes and also by entries in account books for short term. 

(i?) rrincipally raised by loans. 

(in) Twelve to dfi per cent. 

Question 6. O ; Kighteen to per cent, on money loans and 50 per 
cent, more in case of paddy loans. 

(fi) By establishment of co-operative societies in each important 
village or group of villages. 

(ni) I believe so. 

Question 7. (/) To ctuiain extent there exists such prejudice. 

(v) Their conduct and dealings are in some cases unfair amL^dis- 
honest, but we cannot suggesTany remedy in law except compelling them 
to submit in the civil court or the office of the District Collector 
periodical statements of their loan transactions. 

Quostion 8« (i) (a) By fixing in law a maximum rate of interest 

for loans ; 

(h) by checking occasional dishonesty and coTrujition by compelling 
them to submit periodical statement of their loan transactions. 

(u) Establishment of association for co-ordinating their work and 
promoting sympathetic and cordial relation amongst themselves. 
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(nt) We recommend that incomes not exceeding Rs. 5,000 being 
exempted from income-tax in order to leave them a decent margin ot 
profit. 

{iv) They may assume a hostile attitude at first but it will disappear 
in course of time. 

About 12 per cent. 

Question 10» We think they refuse more for want of capital than for 
unacceptable nature of security. 

Question 11. (it) Local associations, district associations should be 
formed with a view to promote co-ojieration and good feelings among 
the meml>ers. This will raise their respectability and status and will 
induce joint-stock banks to deal with them. 

(m) The joint-stock bank may receive deposits from the indigenous 
bankers and allow them to nominate some persons io work as direebu* of 
the joint-stock banks. 

(ii;) If they have mutual dealings there is no likelihood of competi- 
tion among tnein. 

Question 12. (i) I do not think there is any surplus. 

Part III.— Investment Habit and Attraction of Capital. 

Our views on this head are summarised as follows: — 

ia) Our peasantry is very much backward in habits of saving and 
investment. This is due to illiteracy, ignorance and improvidence,, 
which may be removed by gradual spread of mass education which 
should be made free and coinpuhorj\ 

(h) Our peasantry are in the habit of investing their savings in 
ornaments, mostly silver ornaments. 

ic) In prosperous years their savings are spent in useless fancy 
articles, viz., cloths, toys, churis (gilded ornaments), utensils, in feasts,, 
in amusements and sometimes in ruinous litigation and purchases 
agricultural lands at fancy prices. 

{(1) The existing investment institutions are quite in.sufficient. In 
every important village or group of villages there should he at least 
one co-operative society where deposits can be easily made by them. 

(e) At each district headquarters there should be a training institu- 
tion for instructions in the work and management of co-operative 
societies. The main provisions of the Co-operative Societies Act, how 
the accounts are kept and how the rules of societies aie constituted and 
managed, etc., should be taught. The persons receiving such training 
may be easily employed on moderate pay for organising and working 
co-operative societies in important villages throughout the district. 

*/) Post Office Savings Banks should be more largely opened in the 
interior, 

iff) On account of illiteracy and ignorance our cultivators have not 
been able to acimire saving habits. They are unable to read pass books 
nor are they able to keep them in safe custody for want of cfecent and 
stixmg boxes. 

Efforts may be made for introducing cheque system as suggested in 
the questionnaire. 



Tabular statement of non-co-operative joint-stock 
banks in Bakarganj district. 
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Tabular italMiiMit of n> w • • apa rrthf 


Serial 

No* 

Name of hanks at 
district headquarters. 

Paid 

up 

capital. 

Ueserve 

fund. 

Short 

deposit. 

Intermediate 

deposit. 

Long term 
deposit. 



Kt. 

Its. A. 

P. 

Its. A. 

P. 

Its. A. 

P. 

Re. A. P. 

1 

Barisal Uindansamity* 
Ltd. 

16,000 

19,778 14 6 
invested In 
Government 
securities. 

84,469 4 

6 

7,71,493 7 

0 

Nli 

2 

Barisal Loan Offtco 
Co., Ltd. 

18,050 

55,000 0 

0 

86,848 12 

4 

43,21,0.53 0 

9 

Nil 

2 

Slok Loan Office Co., 
Ltd. 

13,811 

1,000 0 

0 

9,740 7 

9 

11,013 8 

0 

20,917 2 6 

4 

Ponular Loan Office, 
Ltd. 

9,185 

Nil 


302 7 

0 

2,861 7 

3 

Nil 

5 

Khatrahad Loan 

Office, Ltd. 

15,485 

5,629 11 

3 

13,366 15 

3 

1,366 14 

0 

32,869 1 0 

6 

Barisal Bank. Ltd. . . 

Nil 

.... 


.... 





7 

Bakarganj Oommercial 
Bank, Ltd. 


.... 


— 





1 

Mufassal Banks. 

! 








Perojpur Loan Office 

20,000 

6,000 0 

0 

.... 


.... 



2 

Patuakhaii Loan 

Office. 

12 , 00 (> 

4,000 0 

0 

10,609 0 

0 

.... 



8 

Bhola Loan Office . . 

15,622 

4,500 0 

0 

.... 




28,000 0 0 


Jhalakatl 

OfRc©, 


Loan 
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]0bit«>sti|Mk bMks in Bakufnnj diitriel. 


Longest 
torm of 
deiKitii. 

Inter- 
est on 
depoait. 

Interest 

on 

loans. 

Mortgaged 

loan. 

Personal 

loan. 

Pledged 

jewel- 

lery. 

Loan 

on 

Ry. 

Re- 

ceipt. 

Period 

of 

loan. 

Divkiend 
for last 5 
years — per 
cent. 

Yoars, 

Per cent. 


RS. A. P. 

Rs. A. P. 

RS. A. 


Ywrs. 


2 

3to7i 

9 to 18 
per 
cent, 
per 

annum. 

2,54,053 9 3 

5,88,237 8 3 

3,922 5 

Nil 

2 

1835- 20 • 
1334—181 
1333—151 
1332—124 
1331—121 

2 

2 to 71 

0 to 12 
per 
cent, 
per 

annum. 

2,08,584 10 0 

1,57,514 11 0 



2 

1335—4 

1334-4 

4 j 



1,290 0 0 

54,171 2 9 

128 14 



1928— Of 



•• 

400 0 0 

8,981 2 3 

110 0 



1334—5 

4 



11,030 15 6 

55,731 7 9 



•• 

1335—10 

2 

1 

3to7i 


18,507 13 0 

31,008 13 6 

3,350 0 


•• 

1928-29— 10 
1927-28—10 
j 920-27—91 
1925-20—81 
1924-25—81 

5 

1 


18 to 25 1 
per 1 

cent . 1 

12 to 20 
per 
cent. 

10,475 0 0 

30,801 0 0 

505 0 


" 

1335—12 

1334—15 

1333—121 

13:12—10 

1331—5 

1927-28—7* 
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Rai Sahib N. fi. Rojf, C. C. (retimOi Managing DiraMort Bagartiat 
Loan Company, and Socrotary, Karapara Co^»perativo Soeioty, 
Khulnak 

Part I A. — Loan Ofllcos and Joint Stock Banks in tho Mufassal. 

Quostion 1. — We have in Bafi^erhat one Loan Company, Ltd., having 
share capital of Ks. 20, and deposits of different kinds over 
Bs. 7,50,000, Another Union Bank, Ltd., has a share capital of 
Rs. 25,000 and deposits of over 1^^ lakhs. 

These two Companies are rival to each other. 

(<i) At the district headquarters we have 4 or 5 different joint- 
stock companies doing the business of money-lending. 

(0) At the subdivisional headquarters two. 

(c) None in other places within the district, < 


QUMtion 2, — Khulna District headquarters — 



Paid-up 

Reserve 

Short-term 

Inter- 

Long-term 


capital. 

fund. 

depoeit. 

dopofiit. 

deposit. 

Khulna Loan Company . . 

Rb. 

44,660 

Re. 

40,000 

Re. 

13,67,000 


• * 

Bank of Khulna 

19,376 

• * 

23,000 

*• 

• » 

At Bagorbat Bubdiviaion — 
Bagerhat Loan Company 

20,000 

• 0 

7,00,000 


» • 

Union Bank 

25,000 

« * 

1,60,000 

. • 

• » 


Question 3< — Interest paid at the following rates to the depositors : — 
(i) (a) Deposit at one year’s notice — 6-12 to 7 per cent, 

' (6) Deposit at 6 mouths’ notice — 5-4 to 6 per cent. 

(c) Deposit at 3 months’ notice — 4-8 per cent, 

(d) Deposit at 7 days’ notice — 3-12 per cent. 

(e) Current without interest. 

(ti) One year is the longest period for which deposit is taken. 
Question 4. — Funds invested 

(a) In Government and marketable securities — very little. 

(b) Mostly in buildings and lands and personal security. 

(c) None. 

(d) Yes mostly. 

(e) Small amount on jewellery. 

(/) None. 

QttiCtion 5i — I/oans on pronotes and bonds running for years. 

(i) Some money is paid at times save limitation. 

(u)'On bonds interests are payable quarterly; on default the interest 
will automatically be included in the principal. 

<iit) No. 
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{iv) Jjoans are always given (except on pronotes) for a fixed period, 
but no ipecial step is taken to realise it when overdue, until it is going 
to be barred by limitation* 

Question — (i) Yes, if they can furnish security. 

(it) No, they cannot serve the interest of the agriculturists, they 
are rather harmful to them, as ssaxninders and well-to-do people take 
loan from these companies and on low rates of interest and lend the 
money to the agriculturists and tenants at a very high rate of interest. 
This is ray personal experience here. 

Question 7. — (i) No. 

{ii) These loan offices are not managed by practical business men at 
all; some lawyers do the honorary work, without the least knowledge 
of banking like village widows doing small business of money-lending. 
These companies are no better than gix>cers^ shops. They do not pay 
their staff properly. Their working is most unbusinesslike. 

Quostion Bn — (i) Reserve funds in former days of these loan com- 
panies were a myth. They used to note in the balance sheet “Ri^serve*’ 
for bad and doubtful debts. Practically this was a portion sunk in bad 
unrealisable investmeiits. It was never depositeci in a liank or on 
(jovernnient securities or on good shares. 

On the failure of some of these companies, they are now investing it 
in Government securities. 

(//) Loan companies generally pay good dividends at the rate of 10 
to 20 per cent, in normal times except Bagerhat Tx)an Company and 
Bagerhat Union Bank. The last two companies are in difficulties. 

Most of these dividends are declared on bad system of accounting 
and generally out of capital. They pay dividend f)n piH>fit calculated 
on accrued interest and not on actual realisation of interest. In papers 
it looks as if these companies are earning profit w^hereas it is not so. 

QuBStion 9r- -(f ) Accounts of loan companies are kept on cash basis 
system, not on mercantile system. 

(it) Yes, a uniform system of accounting should be adopted by every 
company. They must keep a Government Certified Accountant to run 
the show. 

Question 19. — Federation is desirable. 

Question 11. — I have no faith in honorary working, as is the case 
with these companies. These companies can do good work if they 
have much share capital. Under proper organisation these institutions 
may do banking. 

Question 12. — Yes. (1) Bagerhat I^mn Company, litd., and (2) the 
XTnion Bank, Bagerhat. These two companies are in a stage of licjuida- 
tion. Causes of their failure are many. Bad investments without 
proper security or on bogus security. These two companies were origi- 
nally managed mostly by lawyers of the place who were Direcitors and 
Managing Birectors. They have neither business abilities nor time 
enough to look after the affairs properly. Office work was run by 
ill-paid clerks and men without the least knowledge of banking. Even 
grocers’ accounts are better kept than these companies’ accounts. To 
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attract deposits from outsidfi, dividends were jiaid on accrued intemt of 
the investments although actual realisation fell short of the duM. 
Dividends were thus really paid out of capital. With only mte share 
qualification, intriguing men of influence captured directorship of the 
company by sheer canvassing with the sole object of securing debts from 
the company and evading payments thereof in the end. Depositors 
who are the backbone of the company were unsfuupulously excluded 
from the Managing Board. Sixty per cent, of the directors should be 
depositors or large share-holders whose interests are at stake when these 
companies fail. Defaulting debtors should on no ^count be directors. 
Selfishness on the part of the directors, manipulation of accounts, low 
moral standard, badly paid office staff and honorary workers are the 
factors that brought about failure of these companies. 


7«. 

Mr. Bejay Chamlra Kundu, B.A. Head Master, H. E. School, Adam* 
dighi, Oiatriet Bogra, Oireotor, Santahar Banking and Trading Co., 
Ltd., Director, Panohbibi Industrial Bank, Directori Adamdighi 
Kundu Bhratri Sangha, Ltd., and late Supervising Director, Adam, 
dighi Mahajan Samity, Ltd. 

Part I A. — Loan Offices and Joint Stock Banks in the Mufassal. 

Question 1. There are nearly 80 loan offices and banks in the 
district of Bogra. The number is ever on the increase. 

Question 2. For this pui'iwse, I have selected two typical loan 
offices, one fi^orn the mufassal, let it be named (A), and the other from 
the town of Bogra which may be called (B). The figures are given 


below from the actual balance sheets of 
the 13th April 1928: — 

these two loan 

companies, on 


(A) 

(B) 


Rs. 

Rs. 

(a) Paid-up capital 

. . 41,250 

59,030 

(h) Reiser ve fund 

7,435 

40,145 


(^th of paid-up 
capital). 

(|rds of paid-up 
capital). 

(c) Short term deposits 

. . 69,373 

3,30,506 

id) IntermediaU^ deposits 

. . 45,2.38 

3,21,578 

(e) Lon^ term deposits 

. . 62,681 

13,28,618 


The total amount of deposits in (A) is four times the paid-up capital 
and about 24 times the j-eserve fund. In (B) the deposita are more 
than do times the paid-up capital and about 45 times the reserve fund. 
The pwportions are by no nieans exceptional. The reserve fund of a 
loan offit^e or bank in this district is insignificant when compared vritJb 
its deposits. 
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Qlltltion 3. {i) The rates of interest on different classes of deposita 

previ^eat in this district, as gathered from a coniparisou of rates in 
sslwrai loan offices are given below : — 

(o) Short term deposits froni Rs. 3-6 to Rs. 4-8 per cent, per annum. 

(b) Intermediate deposits from Rs. 6 to Rs. 6-12 per cent, per 

annum. 

(c) Long term deposits from Rs. 9 to Rs. 10-8 per cent, per annum. 

(ii) Generally, the longest term for which deposits are taken is 7 
years. 

QlMttien 4* Remarks with regard to (A) — 

(a) Government securities and other marketable securities nil. 

(h) Rs. 81,736. 

(c) Figures not available. 

(d) Rs. 2,19,557. 

(e) Figures not available. 

(/) nil. 

Remarks with regard to (B) — 

(а) Indian War .l^oan Bonds Rs. 2,500 ^face value). 

(б) Rs, 7,55,894. 

(r) Figures not available. 

(d) Rs. 5,35,200. 

(e) Rs. 14,229 

if) Figures not available. 

These remarks hold good for other loan offices in the district. The 
greater ]>art of the loans is given on personal security and against 
immovable proiierties. Advan(*es to industrial cou(‘erns are negligible. 

Question 5> N.Jf. — My reply to this question applies to loan officer 
in general in the district. 

ii) lioans on promissory notes are to be repaid on demand. 

{ii) Ijoans on simple bonds and registered mortgaged deed> are 
generally re})ayable after one year. 

The rates of interest vaiy, according to the amount of loans, the kind 
of security offered (simple bond or mortgage) and the locality. Thna 
the smaller the amount, the higher the late of interest, l.^oans on 
promissory notes and simple bonds bear a higher rate of interest than 
the mortgaged debts, (xenerally, the rates of interest in the eastcin 
part of the district (pali tract) are higher than in the western part 

(Khiar lands). Th e rates of interest in the eastern part iriay be as 

' “* 

Table of interest on loans given by loan offices in the district — 


General rak' per cent. 

Amount not exceeding — per annum. 

(o) Rs. 100 . . . . . . 37i to 60 

(6) Rs. 300 . . . . . . 24 to 37 

(c) R8. 500 .. .. .. 18.to30 

(d) Rs. 500 • • • • > • 12 to 24 


These rates apply both to simple bonds and mortgage debts. 
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(ii) Generally, compound interest is not charged by the loan ofiices 
in district ■ The monthly interest is to be paid on the last day. of 

the month, in defaimn5T~~;itjcrT^Ji@e^ i t yn y 

debR>l*~ iH unable ui ro vitll'ng fd~gay'{ne monthly interest, he may nave 

the loan on compound interest system, the period of rest being one 
year. Hut such loans aie very exceptionaL 

(Hi) Interest for the month is deducted on the day the loan is 
taken. After that, interest is to be paid on the last day of each succeed- 
ing month. Any debtor living at a distance from the loan oflSce may 
deposit in advance interest for 3 or 4 months at a time. 

(i'v) lioans are not generally given for any fixed period but they are 
to run for the period of limitation of the bond. 

jQuastion 6i (*') These institutions genei-allj' lend money to those 
agriculturists who are able to pay and who are willing to mortgage 
their immovable property. The proportion of loans given to different 
classes of persons by the loan offices, is as follows; — 

(a) Traders, money-lenders and zamindars — one-third of the loans. 

(b) Cultivators — one-third of the loans. 

(f) Other persons — one-third of the loans. 

Money-lenders sometimes borrow from loan offices and lend (he 
money at a higher rate. 

(ii) The agencies from which the agriculturists get their loans are 
the following : — 

(a) Government. 

(b) Co-opojative Hunks. 

(c) Professional money-lenders. 

(</) .Toint stock banks, including loan offices. 

Government loans can be had at a very low rate of interest under 
special circumstances, e.g., at the time of scarcity or flood. 

,The rate of interest chai*ged by co-operative credit societies is, of 
course, low but the loans are given on joint responsibility and the rural 
societies are geneitilly managed by illiterate persons who have no 
knowledge of accounts and cannot keep them in order. Therefore they 
work under the following disadvantages : — 

Families in comfort generally take loans from loan offices at a higher 
rate of interest on the mortgage of their lands. But they are unwilling 
to take loans from co-operative societies on joint responsibility with 
their less fortunate villagers. Agriculturists are generally poor and 
small sums of money ai-e lent to them by joint stock banks at a rate of 
interest os high as 60 per cent, per annum. So the agriculturists as 
a class cannot live long under these circumstances ; their lands gradually 
pass into the hands of middle classes. The loan offices may be of great 
service to the agriculturists and be more popular than co-operative 
credit societies, if their rates of interest be reasonable, a little higher 
than the rate charged by co-operative credit societies, say, Re. 1-9 per 
(>ent, per month. For various reasons, professional money-lenders are 
gradually disappearing from the field. Loan offices started by such 
money-lenders are found to be more paying than private money-lend- 
ing bufiness. 
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Qtllsiion 7 . (i) Oeuerally, no business other than banking is under- 

taken by these institutions. A few joint stock companies in the town 
of Bogi’a and one in the mufassal were started for the purpose of t‘arr 5 '- 
ing on trade but after successive losses for 7 years, they oj>ened also 
banking business along with trade, e.g. . Bogra Banking and Trading 
Co., Ltd., Bogra Commercial Syndicate and Sheipur Motor Co., Ltd, 
Panchbibi Industrial Bank, Ltd., which was started for the purpose of 
carrying on trade as well as banking business, was compelled to confine 
themselves only to banking. 


QlMStion 8> (i) Profijts of the bank called (A) on Pith April 1928 

was Its. 13,175 out of whi«‘h Il.Sj 800 (1/lGth part of profits) was cari'ied 
to re-seiwe fund. Profits of the bank called (B) on the same daie was 
its. 41,984 out of which Bs. GOO (l/70th part) was carried to reserve 
fund. The reserve fund of loan offices in this district is not generally 
kept separate from their general working funds. 

(ii) The dividend declared by the* hank (A) during the last 4 years 
was — 


1335 B. S. 
1334 B. S. 
1.333 B. S. 
1332 B. S. 


Per cent. 
35 
.30 
28 i 
28 i 


The hank (B) declared a dividend of 70 per cent, for the last 4 years. 


QuOStion 10. Tf it is possible to federate all the hanks into a Dis- 
ti ict Central Bank, it would he a very happy thing indeed. There is 
no end to new hanks coming into existence in tliis district. There is 
a feeling of rivalry among these institutions. They try to surpass one 
another in declaring high dividemls and in doing so, they raise the 
rate of interest on loans. Many Itanks in the niufas.snl cannot work 
well for want of funds while many hanks in the town have less o]»port\i- 
iiities for investment. 

I am not at present in favour of a provincial federal hunk. This 
may come into existence with our experience about the working of the 
district federal hank. 


Question 11. Three classe.s of person.s are generally interested in 
loan offices : — 

Q) Shareholders. 

(2) Depositors. 

(3) Debtors. 

The shareholders have to part with a very small amount of money 
but they get the greatest benefit froni the banks as will he clear from 
the substantial dividends mentioned before, at the cost of the debtors. 

The loan companies generally declare dividends from the first year 
of their u'ork and within four or five years, the shareholder gets back 
his entire share capital in the shape of dividends. But the case of the 
depositor is quite different. The success of a bank depends mainly 
upon his money for which he gets much less than what the shareholder 
r^eives. Moreover, in many cases the depositor’s money is not safe. 
The banks in this district have not very good reserve funds. They like 

29 
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to spend the last farthing of the profits in declaring dividends to the 
shareholders. The reserve fund is not also kept separate from Ihe 
general working funds. It is not also invested in Government or 
other marketable securities. So in times of great rush for the with- 
drawal of deposits from a bank, there will be no other alternative but 
to close the doors of the bank. Even fixed deposits may be demanded 
at such a crisis on payment of a discount. 

To make the position of depositors secure, I desire to suggest the 
following remedies: — 

(1) Tliere must be some representatives of depositors on the board of 
directors. 

(2) The amount of deposits that a bank may have at a time, should 
be fixed at ceitain times the paid up capital plus reserve fund. 

(3) 'lliat a decent reserve fund in proportion to its deposits should 
be created and invested separately^in Government and other marketalde 
securities. 

(4) There should be a limit to the amount of dividend that a lotui 
office may declare. 

(0) I'here should be a uniform system of accounting to facilitate 
auditing, 'rhe balance sheet should be audited by certified auditors 
ap/unnfrrl by the G(»vcrnment and not selected by the shareholders in 
a general meeting. Tlune is a widely prevalent l)eliet, though 1 cannot 
cite any concrete instance in its support, that the auclitois appointed by 
loan offi<*es sometimes (‘ertify lialauce sheets not cjuite in order, in the 
hope that they may be reapj)ointed in future tor their acquiesc’ence in 
irregularities of nianagement. The certification cd' balance sheets by 
auditors appointed 1)y the Government will, llierefore, increase the 
confidence of the puldic in loan offices. The fee (diarged by such 
auditors should not, however, be miudi higher than the present charge.s 
for auditing. In case it is not possible to have all the loan offices and 
banks audited by Government appointed auditors every year, such 
auditing may be carried on at least once in five years, in addition to 
the usxial annual auditing by Government certified auditors, selected 
by the shareholders. 

(fj) The rate of interest on loans from loan offices should be reduced. 
There is no reason why there should be such a wide difference between 
rates of interest on large and small loans. The lower the interest 
charged, the* better must be the security. The funds, therefore, will be 
invested with perfect safety. 

Question 12. There has been no bank failure in this district in 
recent years. 

77. 

Mr. indulihusan Ghosh, Secretary, Nehalia Loan Office, Ltd., Nehalia, 
post office diaganj (Murshtdabad). 

Part I A.— Loan Offices and Joint Stock Banks in the MufassaL 
Question 1. (^i) Berhampore Bank, Ltd. 

(1) Mursbidabad Loan Office located at Nashipore, and Nehalia 
Ix>an Office at Jiaganj. 
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' QUMtiOfl X (i) From per cent, to 7J per cent, per annum. 

{ii) Four years or five yeai*s. 

QlldStion 5. (*) l^eriods for which loans are granted are not fixed. 

Various kinds of purposes ai’e : — 

(1) liquidation of debts, 

(2) purchase of lands, 

(tl) improveinent of land, 

(4) to clear up a decree, 

(5) for ceremonies, etc. 

(n) Ycis, according’ to the terms of mortgage deed for lepayment, if 
money is not repaid in time the interest accrued on that date is included 
in the principal amount. 

In case of security of ornaments, no compound interest is charged. 

(Hi) No. 

(iv) Wherevei time for i-epayment is fixed, steps are taken if it 
becomes overdue. 

Question 6. (i) These institutions lend money to agriculturists on 

a proper security, i.e., mortgage dee<l, iimnoveahle property. 

(n) I do not think so. 

Question (/) Besides the banking business, they try to give some 
facilities to the business men. In some places, for the irrecoverable 
money, they have got properties and thus iliey have started zeniindari, 
which is not desirable. 

(ii) Sometimes the difficulties arise that the consignee does not pay 
money on presenting the liundi, nor takes delivery of the goods. It 
causes loSvS to the banks as its expenses Irave already been incurred on 
corresponding work. It may be useful if the consignee pays for the 
goods on ])resentation or delivery of the bill. 

Question &• (/) Not fixed. According to the discretion of the 

directors. 

Question 9* (?) In most cases single entry system is in practice. 

■ (ii) Yes. 

Question 10. Very necessary, I think. 

Question 12. No failure as yet in this district. 


78 . 

Mr« Monoranjan Outta Roy, Secretary, Kishorganj Lakshmi Bank, 

KishorganJ (Mymensingh). 

Part I.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1, — (i) The agriculturist obtains finance by borrowing 
money^ from the registered banks, loan offices, co-operative banks and 
other private money-lenders. 
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(n).Th€ loans are given on mortgage or simple ixmds. The rate of 
interest charged on simple bonds by loan offices is 24 per cent, per 
annum if interest for months be paid in advance, otherwise injerest 
is realised at the rate of *16 per cent, per annum ; central co-operative 
banks lend money at the rate of 15 1 per cen:. per annum; private 
moneydcnnci’8 charge interest at the rate vaiying from 2 to 12 pice per 
rupee per mensem. Money iwS also lent by private numey-Ienders on 
usufructuary mortgage. Debtor is to cultivate the land and pay half 
of the produce to his creditor in lieu of interest. Scjmetimes money is 
lent oil a (tondition of paying certain quantity of crops. 

The percentage of the secujed loan is 75; and of the unsecured loan 
is 25. 

(Hi) At the time of famiRe Government gives loans to a group of 
the agriculturist.s jointly, but it is difficult for the agriculturists to take 
these loans. 

The Imperial Bank of India never leads money to the agriculturists 
»>f this subdivision. I have stated above the ]KJrts played by the loan 
offices, private money-lendei.s, merchants an<l dealers. 

(ir) About 2 crores of rupees are refjuired for llmse purposes in this 
subdiviBion. 

(v) Except the Co-operative Central Bank, all other inoney-lendeus 
including loan offices are doing profits in their business. They never 
look after the conveniences of the agri(nilturisis. 

If the agricultural bank be opened for supplying loan to tlie agri- 
cultuT’ists on easy term and at low rate of interest ami provision be 
made for easy realisation, the agricultuiists may g*‘t some relief. 
For the safetv of such a l)ank it is necessary to make provision in law 
de(daring its lien on the produce and priuiity of the claim over that of 
other creditor.s. 

Question 2. — (i) Owing to poverty and necessity the laiyats are 
unable to bold up the crops for better price. The merchants combine 
and foi'ce the raiyats to sell at a price dictated by them. At present 
the merchant advances money to the raiyat on the latter's promise to 
pay the produce at the rate dictated by him. 

^ii) If co-operative societies be formed at district headquarters and 
subdivisions w’itb branches at different villages, with raiyats also'as 
shareholders for punhasing their produce at a fair price, raiyafe 
then can stand against the.se unsciiipulous men. These societi^ •^ill 
work as “Aratdars” i.e., the societies will take crops from raiyats and 
make certain advances to them from time to time. After selling Ihese 
agricultural produce at fair price the societies, after deducting their 
profits, will pay the balance of the price fetched to the producer. 

(iti) Yes, this year a cooperative s^ale society has been formed here 
at Kishorganj for purchasing jute only. Rural co-operative societies 
and t^eir members and outsiders are shareholders of thia society and it 
is financed by the Piovincial Co-operative Bank. This society does 
not experience any difficulty in obtaining any sufficient funds. 
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^art 1A. — L(An Offices and Joint Stock Banks in mufas^lll. 

QwstiOfl 1* — (h) The following loan offives and bankB are located at 
the suhdivisional headquai-tera of Kishorganj : — 

(/) Kishorganj Loan Office, liUl., {it) the East Bengal Rural Bank, 
Ltd., (iii) the Kishorganj National Bank, Ltd., (tr) Kishorganj hak- 
shmi Bank, Ltd., (v) Krishna Bank, Ltd.^ {i^>) Kishorgnnj I nion Bank, 
Ltd., (rii) Kishorganj Hadhanath ]3ank, Ltd., (riii) Kishoigunj Anna- 
purna Bank, Ltd. 

(c) At. Bajitpur in Kishorganj subdivision: — 

(i) The Bajitpur Trading and Banking Co., Ltd., (if) Bajitpur Loan 
Office, Ltd. 

At Husainpur in Kishorganj subdivision: — 

(*) Husainpur Ijoan Company, liitl. 

Question 2. — {^0 Paid up ( apital of — 

Kishorganj lioan Office, Ltd., is Rs. 40,000; East Bengal Rural 
Bank, Ltd., is Rs, 50,000; National Bank, Ltd., is Rs. 20,075; Kishor- 
ganj liaksliini Bank, Ltd., is Rs. 25,000; Krishna Bank, Ltd., is 
Rs. *7,865. 

(h) Reserve funds of — 

Kishorganj lioan Office, Ltd., is Rs, 85,000; East .Bengal Rural 
Bank, Ltd., is Rs. 5,000 and Rs. 50,000 (lieing the uncalled share 
money); Kishorganj National Bank, litd., is Rs. 1,750 and Rs, 20,075; 
Kishorganj Lakshini Bank, Ltd., is Rs. 1,000 and Rs. 25,000. 

(r) Short time deposit of — 

Kishorganj Loan Otfifo, Ltd., East Beng. l Rural Bank, Ltd,, 

National Bank, J^td., Kishorganj Lakslimi Bank, Ltd., Krisna Bank, 
Ltd., is Rs. 1,72,971. 

(d) Intermediate deposits of — 

Kishorganj lioan (Ofice, Ltd., East Bengil Rural Bank^ Ltd., 

National Bank, Ltd., Kishorganj Lakshini Bank, litd., Krishna Bank, 
Ltd., (Fixed deposit with long term and inlermediate deposit^t 
Rs. 6,62,010. 

(c) liong teiin deiiosiis of — 

' Kishorganj Loan Office, Ltd., East Bengal Rural Bank, T.td., 

National Bank, Ltd., Kishorganj liaksliini Bank, Ltd., is Rs. 2,56,482. 

Quwtton 3, — (t) Rate of interest allowed on deposits — 

On current deposits varying from »*{ per cent, to 4 A per ctmt, per 

vOnr intermediate deposits from 41 per cent, to 7 A per cent, per 

annual. 

On fixed deposits for ^3 years from 7J per cent, to 9| per (ent. 
per annum. 

(fi) In this subdivision the longest period for accepting deposit is 
3 years. 

QwestiUfi 4r— (fi) Total funds invested in Government and other 
marketable gecurities of — 

Kishorganj Loan Office, Ltd., is Rs. 15,010 (War loan). 
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(h) The amount of loans againsi immoveable properties — 

Kishbrganj I^oan Office, Ltd., East Bengal Rural Bank, Ltd., 
National -Bank, Ltd., Kishorganj Lakshmi Bank, Idd., Krishna - Bank, 
Ltd., is Rs. ^,01,319. 

(c) No. 

(d) lioans on personal security — 

, Kishorganj Ijoan Office, Ltd., East Bengal Rural Bank, Ltd., 
National Bank, Ltd., Kishorganj liakshrai Bank, Ltd., Krishna Bank, 
Ltd., is Rs. 4,90,019. 

(e) No. 

(f) No. 

Question 5> — (>) Loans are granted with a condition of repayment 
within 90 days, interest vaiying from 9 per cent, to •{(» iter cent, per 
annum. 

(it) There is no provision for compound interest. If the interest is 
paid in advance they get some discount. 

(Hi) Yes, interest for 90 da.ys is deducted in advance at the time 
of granting loans. 

(iv) Tioans are generally given for 90 days, debtors liave to* repay 
the amount within the period or they have to pay the interest in 
advance for another 90 da,ys, otherwise they will get no discount. 

Quostion 6. — (?) Yes, these institutions lend money on simple or 
mortgage bonds to the agiiculturists for purcha-'ing lands and for the 
expenses of their cultivation. 

(??') No, they can serve the intere.st of agriculturists better than the 
private money-lenders. 

Question 7. — (?) No. 

(it) Persons of this place are not well acquainted with all these 
business. 

Question 8.^ — (i) There is no rule for keeping a fixed portion as 
reserve fund but the amount as directed by the shareholders in the 
general meeting makes up the reserve fund, and the fund is also in- 
ve.sted in the same way in loans. 

(ii) The rates of dividend varying from 12 per cent, to 60 per cent, 
per annum were paid by these banka and loan offices for the last 5 
years. 

Quostion 9. — (?) The present method of keeping account of the 
banks and loan offices is to keep a cash Ixmk, daily extract, jona,jat 
hishab of deposits and loans and general ledger. 

(it) Yes, if a uniform system of accounting and balance sheets is 
prescribed for all, then it will much facilitate the work. 

^U0StiOn 10* — If the banks at the time of their difficulties a?)d 
crisis get pecuniary and other help from the Central Banking Institu- 
tion then the federation of all banks to such a central institution will 
be advantageous to all. 

QUMtkMI 11. — If provision be made in law declaring lien on the 
commodities and production and priority over other private nioney- 
lendera then the loan office can take a bigger share in financing tlie 
trade and agriculture. 

QuMtioit 12 .--N 0 . 
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% ■ 

the Officiating Managing Director, Naraii Loan Go.^ Ltd., Jessoi^e. 
fart I. — Agricultural Credit and Credit Facilities for Smalt Industries. 

Question^ 1. (/) By loan from co-opei*ative banks and local loan 

companies and also from private moneylenders. 

(it) Twelve per cent. |3er annum in the minimum and per cent, 
per annum in the maximum. 

Seciirift/.—ln seveial rases mortgage of lands. Standing crops are 
hardly olfered and taken as security — 

Thirty per cent. — Secured. 

Seventy j)er cent, — Unsecure<l, a])proximately . 

{ui) The Imperial Bank plays no ])art in agricultural finance. 

(rv) Seventy-five lakhs of rupees approximattdy. 

(v) The present system of distributing agricultural finance from the 
co-operative lianks, joint-stock banks and professional money-lenders is 
hardly adequate tor affording pro])er agricultural facilities. The pro- 
fessional money-lenders generally cliarge a high rate of intert»st, the 
joint-stock l)anks insist on adequate securities in land and the 
co-operative banks do not advance money to individual agiicul- 
turists. These defects can be remedied if a cenfral agriculturist 
bank with branches in eveiy^ police-station be opened with sufficient 
capital and invest money to indivichnil agricultui ists at a low rate of 
interest and according to their jneans. 

Such bank will have a lieu on the ciojis raised by the agriculturists 
and they must l)e made to pay off the dues of the banks by the sale 
of crops or the banks would realise the same by distress. 

Question 2. (i) The raiyats in the Jessore district load country 

boats witii crops grown by them and send the same to the nearevSt 
market. 

Question 3« (i) The value of land in the Jc^sore district — 

First class land in which jute is grown — Rupees 200 to Its. 300 per 
acre. 

First class land in which paddy is growm — Rupees 100 to Rs. 200 
per acre. 

Question 4. (?) There was considerable legal ini])edi merit to mort- 

gage of non-transferable agricultunil holdings. But the amended 
Bengal Tenancy Act has to some extent removed it. Now’-a-days the 
agricultunil holdings have been made transferable. But in the case 
of usufnictuary mortgage, the agriculturists are to some extent handi- 
capped even by the ameadetl Bengal Tenancy Act. But on the whole 
the amended Bengal Tenancy Act has (considerably increased the credit 
of the agriculturists. 

M. 

Mr. M. Sekandaraly, Joint Managing Director, Tajmahal Loan Co., Ltd., 
Jtiofina, Cfiaparkona (Mymensingli). 

Part I A. — Loan Offtoes and Joint Stock Banks in the Mufassai. 

Question 1. Tioan offices in this district are mostly the agencies for 
giving loans to the public at large. 
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(a) and (b) Agencies giving loMns specially to, the traders in the 
town. They soiuetimei lend money to the artisans and agriculturists 
residing in the municipal area as w-eH. 

(c) These are institutions granting loans to the aariculturists in the 
rural villages. 


Question 2. 

(b) 1/8. 

(c) 1/4. 

(d) 1/4. 
ie) 1/4. 


(a) 1/8. "I 


L approximately. 


Question 3. (i) Floating deposit 4| per cent, per annum 

Deposit for (5 months 0 per cent, per annum. 

Deposit for 1 year per cent, per annum. 

Deposit for 2 years 9 per cent, per anniim. 

Deposit for -‘f years 9^ per cent, per annum. 

Deposit for 4 years lOA per cent, per annum. 

Deposit for 5 years ll| per cent per annum. 

Deposit for 0 years 12 per cent, per auniun. 

(u) Six years. 


Quostion 4. 

(b) 1/a 

(c) 1/Ui 

(d) 1/2 

(e) 3/32 
(/) 3/32 


1/S. 


L approximately. 


Quostion 5> (i) Perio<l8 of gra nting l oans va ry from one m onth to 

year or up wards, tliere is nd~Hxed rate of interest. 

7«) No." 

(tii) Yes. 

(iv) No. 

Question (i) They give loans to the agriculturists when the 
latter are in need of money for failure of monsoon, for land revenue, 
rent, etc. 

(it) Yes. 

Question 7. (<) No. 

(ii) The fact that they are not federated into a central banking 
institution stands in the way of their doing ordinary commerciiM 
banking. 

Question s. (») iFrom 10 per cent, to 26 per cent. 

(») From 20 per cent, to 100 per cent. 

> Question 8. (i) No uniform meib^of keeping accounts. 

(ii) Yes. 
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Question 10. They must be seeder at|d. 

Question 11. In some of the loaii offices high rates of interest are 
charged and thereby the i"uin of the ngriculturists is caused. So it 
is essentially necessary that the rate of interest should be fixed. The 
common idea that the shareholders of all the loan offices are mere cruel 
usurers of the type of Shylock should be driven away. The public 
should look to tbe fact that the loan offices are i*t‘plenished with deposits 
so that they may lend iiioiiey on low rates of interest and thus do good 
to a bigger share in finamdng trade and agriculturists. In most of 
the cases the Directors of the loan offices are obliged to lend money 
on high rates of interest only because their fund is short. 

Question 12. To my knowledge there has not been any bank failure 
in this district. 

81. 

Mr. Serajuddin Ahmed, Secretary, the Thakurgaon Trading amt 
Banking Company, Limited, Thakurgaon (Dinajpur). 

Part I A. — Loan Offices and Joint Stock Banks in the Mufassal. 

Question 1. (/j) This company at the Thakurgaon sulnlivision ordi- 

arily carries on business of lending money and jeceiving deposits. 

Question 3. (/) The rates of interest allowed by this <Hnnpany tfn 

different classes of deposits are — 

[1) Fixed — 

(//) years’ notice — Hs. 9 per cent, per aniuiin. 

(/j) 2 years’ notice — Its. 7-8 annas j)er cent, per annum. 

(r) 1 year’s notice — Rs. 7 per cent, per annuni. 

(d) () months’ notice — Rs. (3 per cent, per annum. 

(2) Savings Bank — Rs. 4-8 annas per cent, per annum, 

(8) Current — Rs. ‘{-2 annas per cent. ])er annum. 

(if) The longest period for wliicli deposits are accej)ted by thi# 
company is 8 years. 

Question 4t The proportion of the total fund invested by this, 
companj^ is as follows; — 

(/>) o per cent. 

(d) 90 per cent. 

(c) 3 per cent. 

Question 5. (n) Compound interest is charged at yearly rest from 

1st Januaiy every year. 

(m) No interest is dedneted in advance at the time of granting 
loans. 

Question 6. (?) This company lends money to agriculturists to 

pit)vide the expenses during cultivation and for capital of cultivationr 
and for other special needs i.e,, for paying rents, etc. 

Questien 7. (i) This company has not, at present, undertaken any 

business other than lending money and receiving deposits. 
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« 2 . ^ 

Mr. Ram«s Chandra Roy, Managing DJractor, the Cangaprasad B«ik, 

Astamanisha (Pabna). 

Pan I A. — Loan Offices and Joint Stock Banks in the Mufassai. 
Question 2. — Only with regard to our bank : — 

(a) Ha. 4,500, . 

<b) Rs. 2,720. 

<r) Rs. 19,745, 

(f/) Rs. 4,208, 

{e) Rs. 10,705. 

Question 3. — With regartl to our bank only; — 

(<•) ‘IJ, fij, 05 , 7|, 9 per eeiit. to 12 })er rent. 

{it) 5 year.s. ‘ 

Question 4. — With regard to our bank only: — 

(a) 2 -5 per cent. 

(h) 27 -7 per cent. 

<c) Nil. 

(fl) 42 -2 per cent. 

(e) *0 per cent. 

</) Nil. 

Question 5. — With regard to our bank only: — 

(/) One year and for more than two years. One year for trade, two 
years and more to agriculturists and general public lor domestic pur- 
poees. Although the agriculturists make promise to repay the loan 
within six months or a year, they cannot generally keep their 
■obligation. 

For trade (one year) at 12 per cent. 

For other purposes at 18f to dl.J per cent. 

(H) Not in all cases, although there i.s a provision in the bond. 
Oompound interest is charged in case of recalcitrant boiTOW'ers and 
wilful defaulters. The practice of charging coinjjound interest is to 
levy interest on overdue interest at the rate of the bond. 

(lit) No. ia pt^Yf^Kla qiinrforU> Souie of the boiTowers at 

the time of taking loan pays if on th"e~gT^nd of his inability to repay 
the interest in time. This sort of instance is veiy few. 

(iv) No. The borrowers make promise to repay the loan after a 
period of six months or a year simply for the calculation of limitation. 

Quiction fi. — (») Yes, major portion — for cultivation, for seeds, for 
purchase of cattle and land and for other domestic purposes. 

(ii) Yes, certainly so. 

QuastilMI 7t — (t) Thi.s bank undertook brick business. 5|: per cent, 
of the total resources was laid out. 
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(it) The difficulty is that there is no relieving or clearing office. 
The |m|K5rial Bank of India does not opetl current accounts in favour 
of aiiy joint-stock companies. So the mufassal banks feel much diffi- 
(Hilty in sending their surplus amount to other bank at Calcutta. Thus 
it has become impossible for the banks situated in villages to transact 
such business. 

Question 8. — (i) 25 per cent, of the net profit partly in postal cash 
certificate and partly in some respectable bank. 

(n) 25 per cent., 20 per cent., 20 per cent., 20 per cent., nil. 

Question 9« — (/) This l)ai»k keeps account in co-oj>erative bank 
system. 

(ii) Yes, if praticaV)le. 

Question 10. — I (luite agree. I have got no obiectioii to such bank 
being federated into a central banking institution. 

Question 11. — Loan offices are already financing the agiiciiltiirist 
and the trader. Besides, their surplus funds aie invested in co-opeiative 
banks l)y wliich the agriculturist gets help. For further help, 1 suggest 
that subdivisional, district and provincial banks should be established 
provided in case of sul)divisioiial l>anks, the Board should be constituted 
by the representatives of the mufassal banks,- district banks by the re- 
presentatives of tbe subdivisional banks and ]>rovinciul banks by the 
representafives of the district banks. 

Question 12. — The instances are not rare in my district. It is due 
to mismanagement and misuse of the confidence entrusted to by the 
shareholders. In my opinion the seats in the direc torate should i»ot be 
held hy the legal practitioners more than 25 per cent. More of tliis 
class may be taken in it they have got at least Its. 10,()0() as fixed 
deposits. The banks in our district piuely do tbe loan business, and 
I believe that they caunot run the risk of being a total failure unless 
there is some dishonesty in principle of the peusons by whom the l>ank8 
are generally conducted . 


Part III. — Investment Habit and Attraction of Capital. 

Question 1. — (/) Deposits — Share capital. 

(ii) Additional amounts are required occasionally which we 
generally raise by ac*c‘epting special deposits as there is no c‘ash credit 
system. 

(in) The banks are encouraging people in savings and investment. 
Yes. 

(r) I do not see any reason. 

(vi) The people are generally poor. They have got no gold or 
silver to invest* 

Question 2. — (0 No. To increase its popularity, the rate of interest 
should be raised to 5} per cent, and it should be made a negotiable and 
transferable instrument. 

(it) Vide answer al)Ove. 
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(iU) No. They harass parties for slight (liffereiices in their signature 
with that of the Hpecimen signature iaken long ago. Moreover, in 
branch oftice.s the depositors do not get money on the date of their 
application and the withdrawals are made only oii<*e a week. Besides, 
the post offices do not accept deposits from the joint-stock banks which 
are registered under Act VII of 1913. 

iiv) Those who cannot lay out their money in other ways. 

(r) Nothing can be done to attract other classes as there can be 
no possible means of checking harassment under the present system. 

(ri) We do not admit any competition. The licli only can make 
deposits at the prescribed low late of interest, llul it is not at all 
attrarfive to the general ptiblic with small or limited incomes 

Question 3> — (/) The dcl>entures or Postal Cash Certificates at a 
higher rate of interest may attract the small investors of tlie country 
if su(‘h instruments are negotiable and the issuing office promises to 
buy up at par when necessary. 

{ii) Nil. 

iiii) They gencially Hriuidate their old debts, buy lands, make im- 
pr(»vements of their homesteads and extravagantly spend money. Some 
of them make deposits in local banks for certain periods and wait for 
the market to (‘any on trade. 

(?r) Sometimes they do at 37A per cent, to 75 per cent., vide answer 

(m). 

Question 4.— tf) I^seful. 

{ii) Free use and thereby great advantage. 

• {Hi) General puldic and literate persons It will gain popularity 
if we get credit locally instead of sending it to Calcutta. 

iiv) The idea is good no doubt if the language is simple and easy 
like English forms. 

Question 5^(/) Yes. 

{ii) Because luost of the bank autliorities have little time, for some 
of them <lo not like to take the trouble of and some are quite incapable 
of thinking over the subject of real banking and so they do not under- 
tiike the risk; prefer money-lending. 

{Hi) Yes, unless the people are erlucatecl no such imprin'ement can 
he expecte*!. Village hoys may be picked up and trained in black- 
smith shop, weaving, carpentir and agriculture. After coinpleting the 
cour^ they will return to iheir respective villages and will teach other 
hoys similarly inclined. By this system the people of the country 
ini^ht be educated to invest their savings in productive undertakings. 
This requires Government help. 

(»'r) No good in case of joint-stock banks. Only the traders and 
investors are benefited. 
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< 3 . 

Mn Mohini Motian Roy, ^ Managing Director, KishorganJ Loan Office, 

Limited (Mymensingh). 

Part I.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1, (i) (a) Fi*om village money-lenders, local loiin offices 

and, in case of the members of co-operative societies, from their jes- 
pective society. 

(b) The average raiyat can never afford to spend anything- for 
permanent improvement of his land. 

(r) In addition to sources mentioned in {a), in times of distress 
caused l)y floc^d Government oceasionally gives agj icultuial loans to 
distressed raiyats, which is considered to be very imideciiuile foi tlie 
purpose. Ah agricultural loans are paid to peo]>les on joint liability in 
batches of six or seven it is not veiy popular. 

(u) Tor loans up to Ks. 500 the average rate of interest varies from 
20 to »>0 per cent. ])er annum and above H.s. 500 up to lls. 1,000 ii varies 
from 15 to 20 per cent, and above Its. 1,000 up to lls. 2,000 ii varies 
from .12 to 15 per cent, and above lls. 2,000 it varies from 9 to 12 per 
cent. Secured debts gt^nerally War lc,s,ser interest. Ibit in times (d’ 
distress, when money is scaire, for loans of small amount higher 
interest i.s charged. 

The ( oiitrai tiul date for repayment of the loan generally varies from 
0 months to one year. 

Sev'uiity given are generally lands and occasionally houses atiaehed 
thereto. Standing crops are never given as seciinty. Sometimes in 
cases of mortgage the po.sses.sion of the lands is given to the (vveditor 
ill lieu of interest. 

In this part of Mymensingh district, i.e., Kishorganj subdivision, 
about 30 per cent, of loans to the agriculturists is sefunul and the rest 
are unsecured. 

(Hi) vSave and except granting of agricultural loans in times of dis- 
tress as stated above, tlie Government pays no pari in agric-ull ural 
finance of the (ounlry. The name of the Imperial Bank of India or 
of any other joint stock bank is absidutely unknown to tlie raiyats of 
this part of the country. Co-operative banks give financial helj) as 
loans to their members only. 

The eleven indigenous banks, locally known as loan offices in this 
subdivision, have got about twenty-five lakhs of rupees as working 
capital, of which more than fifteen lakhs have been given as loans to 
the agriculturists of this subdivision. 

By far the major portion of the debts incurred by raiyats of this 
Bubdivision are given by the profes.sional money-lenders. 

The dealers, merchants and other organisations have no activity in 
this connection in this part of the country. 

(r) There is absolutely no system of financing ag^riculfure in this 
subdivision. Each individual raiyat secures his own finance from any 
source he considers best for his purpose. 

(vt) No. 
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Question it) The principal crop^ of tJiis subdivision are jute 
and paddy. The raiyat sells his jute generally to middle-men of the 
locality known as hepariSy who in their turn after collecting l(K)-5()0 
niaunds of jute sell them to European or Marwari firms, who in their 
turn send them to the mills of Calcutta. As regards paddy, 6b per 
cent, of the raiyats of this subdivision get no saleable surplus. Those 
who can afford to sell their surplus stock of paddy sell them to local 
heparis who take them in boats containing 200-300 maunds to some 
big markets of the locality and sell them direct to the consumers. 

Generally, the raiyats are hard inessed for payment of loans and 
rent as soon, as his jute is ready and because they are not in a position 
to make purchase of their wearing apparels, utensils, agricultural im- 
plements, etc., they are unable to hold up their crops for better price. 

(/'/) There seem to be possibilities of the success of co-operative 
efforts in marketing agricultural pn>duce. The success of this move- 
ment presupposes some amount of primaiy ediuation in raiyats wliich 
is generally wanting, yet they are intelligent enough to appreciate its 
advantages. 

(m) Only one co-operative jute vsale and supply society has just 
been started in the headfpiarters of this subdivision. It is registered 
under the Co-operative Act and is affiliated to the ( cntral organisation 
of Calcutta. It is financed at present by the central organisation of 
Calcutta. 

Question 3« (?) The price of lands in which cr(»])s, such as, paddy, 
jute and pulse can l)e grown in rotation and of lands in whicli sugar- 
cane can be grown is rupees one thousand to twelve hundred per a<ue. 

(u) Kise and fall in the pri(*e and outturn of agri(*ultural produce 
affect sml) value. Raiyats have got a special fascvination for acquiring 
adjacent lands belonging to other raiyats and for such lands they 
often offe^ much more than the market price. 

The lands sold in Government auction for non-payment of revenue 
as well as by (‘ouH decrees often fetdi less price than in purchase by 
joivale negotiations. 

Question 4. (i) No. 

(//) As the amendment of the Bengal Tenancy Act has made the 
lands of a raiyat transferable it has increased the credit of the agri- 
culturists. 

iUi) As the market pri(‘e of holdings is rather high smallness of 
agricultural holdings will not stand in the way of estaljlishing long 
term credit institutions. 

(ir) No, 

Question 5« {ri) Agricultural indebtedness in our locality is in- 
creasing. 

ivii) liand Improvements Loans Act of 1883 and Agrictilturists^ 
Loans Act of 1884 are unheard of in this part of the country. 

(f^) No, 

i^i) The courts never allow interest exceeding 37J per cent, per 
annum for small debts and in other cases the rate of interest allowed 
is mtich less. 

(xii) Each case is judged on its own merits and circumstances and 
no standard ’*ate of Interest is followed bv courts. 
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In very few cases unscrupulous money-lenders tuke resort tav 
this practice. 

(a^vii) Local creditoi’s prefea* the payment of their money by their 
debtors than getting debtors’ lands. There are very few cases vhere 
"tenants’ lands pass into the hands of their creditors for debt. 

Question 6. (t) Rice milling, dairy farming, cotton ginneries, 

sugar refinerieh and hand-spinning — Nil. 

Individual cultivators producing sugarcane in their own plots make 
their own (jur by country process. 

(//) By establishing co-operative societies for crushing tlie sugar- 
cane by power iiiill and producing tjvr by scientific jrrocess. 

{iri) As the system of rotation of crop prevails in this part of the 
country the faiiuer is always veiy busy with liis farm work and there 
is no slack season. 

Question 6B. People other than agriculturists obtain loans front 
local mahajans according to their solvency and honesty. 

Small traders having reputation of honesty scarcely experience any 
difficulty for securing their capital. 

Part I A. — Loan Offices and Joint Stock Banks in the Mufassal. 

Question It (h) In the Iteadquarters of Kislioigunj subdivision- 
there are 8 loan offices. 

to Two loan offices in Bajitpur and one in Hussainpur in this sub- 
division. 

Question 6. (?) Yes. Loans are always given to the agriculturists 

to the extent for which the particular raiyat is coiivsidered by the 
managing board to be of sufficient means, for repaying the same. 

Question 7. {i) No. There appears to be no difficulty in the way 

of loan offices doing ordinarj' commercial banking. In the absence of 
any such local custom the authorities of the loan offices as well 
local merchants are iath(*i reluctant to take recourse to such novel 
method. 

Question 9i (ii) I'liiform system of ac(;ounting and balance sheets 
may be advantageous. 

Question ip. In my opinion the federation of all loan offices into 
a central banking institution will lead to immense benefit. 

Question 11. As the rate of interest charged by the loan offices oi^ 
loans is much less than those demanded by local inoney-lendeis, some- 
times, specially in times of distress, rush is made on the resources of 
the loan offices by raiyats. But for want of funds loans cannot be 
given even to very solvent raiyats. If steps are provided for giving 
special facilities to these loan offices for getting financial help from 
the Government or the Imperial Bank in the shape of deposit, they 
may substantially help the raiyats. 

QuaStiOfl 12. Strictly speaking, there i.s no bank in this subdivision. 
Of the eleven loan offices, the Kishorganj lioan Office is more tfian 45^' 
Tears old and the others are rather infant institutions. There has 
wen no failure of loan offices in this subdivision. 
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M. 

. Mr. Sufcumar Cihittterjee, M. A., M.B.E., B.C3.« AtaiMaiit 
R«gistrar, Co-operathra Societias, Rajshahi Dtvisiaii. 

•V 

Part la— Agricultural Credit and Credit Facilities for Small Industriw, 

The financing of agricvlture {Question I). 

With a few exceptions the persons engaged in cultivation in this 
division have to borrow for their needs. So far as this division is 
ooucerned, no systematic investigation has yet been made into the 
extent of raral indebtedness, but the facts brought to my notice^ in 
course of the organisation and working of co-operative societies go to 
show that the ainount is considerable. 

A cultivator wants money for the purchase of seeds, occavsionally 
of manure, for payment to labcniiers, maintenance of his family until 
the crops are harvested and for the purchase of cattle and agidcultural 
implements, lie also requires monc^y for the construction of, and 
repairs to, liis dwelling-house and for social and religious ceremonies. 
Cases where money is required for capital expenses, for the i>urchase 
of new^ lands, for improvement of lands and of facilities for irrigation 
me coniparatively rare. 

For all these purposes the gi'eat majority of (mltivators have to 
bcrrow and very few of them have sufficient money of their own to 
-do without outside loans. 

No loans are given to agriculturists by (jovernment unless there 
is a failure of crops resulting in a, more or less, general S(‘aicity. It 
is likely that the Iniperial Bank of India advances money to large 
acale cultivation, like the tea plantations, l>ut I have no peraonal 
knowledge of the w^orkiiig of this Bank. Joint-Stock lioan Offices, 
of which a very large number has come into existence during recent 
ye^ars, do not finance cultivaticm as such. Their business is to advan(*e 
money to approved parties, against sufficient securities. It is, there- 
fore, resorted to, to a great extent, by substantial cultivators, who 
are sometimes unwilling to accept the joint unlimited liability of 
rural credit societies. It is certain that a considerable portion of feafis 
issued by them go to finance cultivation. Drdinarily, howawer, the 
cultivators obtain the necessary finance either from village money- 
lenders or from co-operative banks where such organisations exist. 
Although much progress has, during recent years, been made in the 
organisation of co-operaiive credit societies, the movement has tou^hld 
only a small fraction of the rural population, and tlm bulk of^m 
people are therefore left to be financed by the money-lendelis oi* 
fnahajans, / 

The money-lender advances both cash and paddy. The rat^^s of 
intere.st vary in different localities and for different persons, according 
to tixe urgency of the liorrower^s need and the nature of the security 
offered by him* For cash loans the rat© is ordinarily to per cent, 
per month. For paddy loans, the rate is between 50 to 100 per cent, 
per aiinum. Enough has been w^ritten regarding the modus operandi 
of these village Shylocks to need a repetition. 

From the point of view of the cultivator, a village co-operative 
f)anb is in every respect to be preferred to the money-lender. Apart 
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|IiSe educative influence wliicli co-operation seeks to exert, a co- 
operatii'^T^ soeietj lends money at a lower rati ^pf interest than the 
monfey-lender, affords much less scope for di>slionesty and does not aim 
at grabbing the cultivators^ lands. On the other hand, a co-operative 
spoiety, if properly managed, is able, in course of 10 or 12 years, to 
build up^a reserve fund out of its profits, which, along with the 
share capital, may suffice for the ordinary needs of the members. Thus 
the co-operative banks aim at economic iiidei>endence of the cultiva- 
tors, while, by lx)iTowiiig from money-lenders, they place themselves, 
their sons and grandsons, in perpetual slavery, and are being 
gradually reduced to the condition of landless labourers. 

Defects , — The defects in the financing of agriculture by village 
moneyjenders have been briefly referred to above. The defects of the 
co-p|>erative system are: — 

(1) the want of proper training of departmental and central 

bank officers, which makes them unfit to impart iiecessaiy 
inst7iution and advice to village society members; 

(2) want of proper appreciation, on the part of central bank 

directors and staff, of the principles of distinction between 
slioit, intermediate and long-term loans and the (H)nsequent 
lack in the system of financing and fixing of kists of 
repayment ; 

(3V generally, the want of a knowledge of banking principles in 
central bank ofSceis. 

It is easy to form a rough estimate of the amount required to 
finance the cultivation of a jMuiicular crop in any specified area, by 
multiplying the cropped area by the average cost of cultivation per 
The system now followed in many Central Banks is for the 
society to submit an application for loan at the outset of the 
cultivation season. This is ordinarily referred to the area-supervisor 
for enquiiw and report and is subse<iuently considered at a meeting of 
the Board of Directors. If the application is sanctioned, an intimation 
is ipyen to the society to send its representatives to receive payment 
after Executing a pronote. If again, as is frequently the c*ase, the 
bank does not possess suflScient funds to meet all applications 
sanctioned by it, an application for loan is submitted to the Provincial 
Co-operative Bank. This causes further delay, and as cultivation 
cannot wait, the members of the village society sometimes go to the 
local money-lenders and paddy-lendei-s and borrow money at exorbi- 
It is a common experience that when a member of a co- 
society goes to the village money-lender, the latter demands 
a higher rate of interest than in the case of his ordinary clients. 
I:a tl^ meanwhile, the central bank loan is sanctioned and considering 
it a idliy not to accept a loan, the members take it. It is doubtful, 
if in all such eases, the central bank loan is utilised in repayment 
of the loan previously incurred for the same purpose, and there is no 
doubt that some of this money is spent uselessly. When the time for 
repayment comes, after the harvest, the cultivator will naturally be 
more anxious to repay the loan of money-lender than the dues of his 
society because the fonner carries a higher rate of interest. 

Such loans, instead of helping the cultivator, are harmful to him. 
The proper system is for the secretary" of every central bank to make 

30 
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an estimate of the normal credit requirements of each society 
affiliated to it in ai«ordance with the insti’uctions contained in the 
Registrar of Co-operative Societies' Circular No. 11 of 1922 and then 
to arrange for necessai-y finances so that loan application^ for cultiva- 
tion purposes may be dealt with without unnecessary delay. “ Normal 
ciedit ” has been defined in the CiiTular as “the annual recurring 
cultivation expenses” and village societies are required to make an. 
estimate of the same at their annual general meetings, while’’ central 
banks are required to accept these estimates after proper scrutiny. 
If the system outlined in this ciicular is followed, no further refer- 
ence to supervisors will lie re<}uired, as the acceptance of the normal 
credit estimates for a society by the central bank implies an assurance 
for credit up to this limit so long as the society continues to function 
as a co-operative organisation. Unfortunately the circular is not 
always understood and followed and this in ray opinion is the re.'ralt 
of the central bank directors and staff lacking in a knowledge of the 
essential principles of banking. 

Another serious defect in the present system of co-operative 
organisations is the w’ant of land mortgage hanks. The bigger cultiva- 
tors want large loans wliich they can only repay in instalments spread 
ovei’ a long peiiod, and defaults are fre<juently the result of the 
inability of these members to repay large loans, mostly taken for 
liquidation of debts to outside money-lenders. As a- result, the village 
society cannot fulfil its engagements with the central bank and the 
whole system is thrown out of gear. As recently pointed out by the 
Madras Committee on Co-operation, this is resulting in the gradual 
increa.se of overdues. 

Remedies stiggested. — In order to remove these defects it is 
necessary — 

(*) to arrange for a thorough training of central bank officers 
and staff' in co-operative principles and in banking, 

(n) to provide an adequate staff of superior officei’s, as lias been 
done in the Punjab to guide the movement in proper 
channels, 

{Hi) to arrange that sufficient financial accommodation should be 
available for the central banks, and 

{iv) to establish land mortgage banks for long-tenn credit through- 
out the province without any further delay. 

As legards training, the matter has now been taken up serioftsly 
and regular training classes for central bank and departmental staff 
are being held for the last two j-ears. In the case of departmental 
officers they have to undergo theoretical and practical training and 
have then to pass the departmental examination by lower and %gher 
standards before they are confirmed. In the c^se of central bank 
Bta|f also, training has been made compulsory by circulars issued by 
the*^ Kegistrar in exercise of the power conferred on him by the rules 
made by the local Government under the Co-operative Societies Act. 
In the case of paid secretaries, assistant sekiretaries, mwagers, and 
accountants of central .banks, an additional course of training in the 
Provincial Cooperative Bank has been prescribed, to be fcdlowed by 
a test examination in banking. The arrangenients are now in chai^ 
nf the Chief Auditor and the Divisional Auditors, hut they are already 
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averworked and cannot devote proper time and attention to this 
important matter. It is^ urgently recmired' to apjmint Education 
Inspectors, one for each division, to take charge of the training classes. 
The system is already in force in the Punjab where, in the opinion 
of the Royal Commission on Agricultuie, it has produced excellent 
results. It is also necessary to have an Institute of Rural Ecouoiiiit s 
for giving proper and systematic training to candidates for employ- 
ineut in the department and under co-operative central banks and 
other Societies. The matter is engaging the attention of the Bengal 
Co-operjgvtive Organisation Society and of the Registrar of Co-operative 
Sccieties, Bengal. 

The department, however, has been seriously handicapped by the 
inadequacy of staff. For the last few years, the want of a sufficient 
staff* of auditors led to the employment of Inspectors on audit work 
ill Older to complete the annual audit of all registered ScK*ieties which 
the Registrar is reiiuired to perform under the law. In C()nse([uenc6 
of this, tlie Inspectors were in most cases unable to perform their 
legitimate duties of ins|>ection, supervision, super-audit and propa- 
ganda, while the efficiency of audit was impaired by the extreme 
haste in whicli it had ordinarily to be done and by the absence of 
super-audit. 

The difficulty, so far as auditors are coueerned, will to a great 
extent be removed by the re<‘ent orders of the Government sanctio’iing 
a sufficient staff of au<lit officers. But tlie staff of the department, 
both in resjiect of su[>erior and subordinate services, is still insufficient 
for the needs of the movement in its present stage. As an Assistant 
Registrar, I find it impossible to devote proper attention to the duties 
of administration in the eight districts whi(*h have been placed in my 
chiirge. This arrangement might have been satisfactory whfui there 
were a few central banks and twelve or thirteen hundred village 
societies. But at present \vith 29 (*ential lianks and »‘f,4(!8 village 
societies, in addition to co-operative organisations of various other 
kinds, I find it impossible to give to tiieir supervision the time and 
attention whi(*h they require. As a result of the recommendations of 
the Retren(*hmeiit Committee, the Assistant Registrars have been 
deprived of the services of a tour clerk which they had when ihe 
department was first organised. Fur this reason, while the Assistant 
Registrars liave to spend a large portion of time on tour, that time is 
not fully utilised. The office staff* of the Assistant Registrars is 
also inadequate. In my office a staff of six assistants have to deal with 
a huge volume of correspondence in which 18,744 letters w^ere received 
and 21,648 were issued during the calendar year 1929 up to 9th Decem- 
ber 1929. 

It need hardly be stated that, while some cases are in the nature 
of routine w’ork, most cases, such as registration of societies, the amend- 
ment of b'S^-laws, the scrutiny of awards, checking of tour diaries and 
travelling allowance bills, examination of proceedings of societies, 
etc., are of an intricate nature, often involving interpretation of law 
and rules aiid requiring an amount of attention which it is impossible 
to give with the present staff. In the audit section of my office, one 
Divisional Auditor with one assistant has to assess and supervise the 
collection of audit cess for a total number of about 3,600 societies, 
to make an annual programme of audit and to see that this is properly 
carried out, to receive the audit notes of all these societies and, 
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far as possible, to issue audit orders and obtain reports from the 
societies regarding the rectification of defects noticed iu^ course of 
audit. On ac count of the inadequacy of staff it is not .possible for the 
Divisional Auditor and his assistant (who is a clerk in the iower^ grade 
of the ininisterial seiTiee) to properly perfonn the work of^ reviewing 
all the audit notes received in this office. The difficulties felt in tliis 
respect will be apparent by a coinparison of the staff employed in 
Bengal with that of the Punjab where there were, in 1928, a superior" 
fitaff of 8 Deputy and 16 Assistant Eegistrars (all in Provincial and 
one in the Indian (Jivil Service) and where further increase was sanc- 
tioned by the Goverameut with a view to having one Deputy Registrar 
for each Cojnrnissioner’s Division and one Assistant Registrar for 
every 1,000 Societies. In luy humble oi)inion, the proper arrangement 
for Bengal at the present stage of the development of the movement, 
should be to have one Deputy Registrar for eacdi division for gememl 
supeiwision of the work and for dealing with impoitaiit probletns 
including the expansion of the movement in new directions and to 
decentralise the work which is now done in Assistant Registrar's 
offices by having one Assistant Registrar for eveiw one thousand socie- 
ties in a single district or in a group of two or three districts. These 
Assistant Registrars will then be able to register primary societies 
according to tlie model bye-laws already approved by the Registrar, 
to eiiteitain disputes, ajipoint arbitrators and scrutinise the awards 
made by them, to grant extensions under rule 18 of the Government 
rules to office-bearers of village societies and also to deal with audit 
notes of all societies in their <‘harge, sending up with their reports 
to the Deputy Registrar the audit holes of central societies, societies 
of special type and of D and E (dass village societies. In my opinion, 
this arrangement will provide for the efficient performance of those 
important duties which are now, in most cases, treated as matters of 
routine in the offices of the Divisional As.sistant Registrars. 

In respect of financial accommodation the movement has now been 
able to inspire sufficient public confidence and to obtain sufficient l(x;al 
deposits to enable it to do without outside assistance in ordinaiy time.s. 
In bad agricultural years, however, as in 1927-28 when on account 
of agricultural depression the Provincial Bank is not able to meet 
all the demands for loans made upon it, outside assistance is re<iuired 
and it is essentially necessary* for the development of the co-operative 
organisations for financing cultivation that sufficient assistance should 
be available from the Imperial Bank and that that Bank should have 
a proper appreciation of the nature of the security which co-operative 
central banks are able to offer by reason of the joint unlimited lia- 
bility of the village society members and should therefore be willing 
to filTow sufficient cash credits to those central banks which may be in 
need of the same. In this connection I wish to invite the attention 
of the Committee to the desirability of allowing the approved central 
banks to perform the work of Government treasuries and sub- 
treasuries at headquarters stations of districts and subdivisions vrhere 
thefe are no branches of the Imperial Bank. Many of these central 
banks have established a long record for sound and efficient manage- 
ment and have dealt with large working capitals without a single ease 
of diAonesty or mistake on the part of their staff. There is, there- 
fore no reason to think that the authorities of these central banks 
should not be able to discharge the duties performed by Government 
treasuries as efficiently as under the present arrangement, sperially 
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pay. The rrunning audit of the central bank accounts, which is now 
carried out by a staff of efficient Government auditors, will enable all 
ih^ vouchers to be locally checked and audited and this arrangement 
will considerably lighten the work of the office of the Accountant- 
General where a certain percentage only can be audited so as to test 
the qualitjr of work performed by the local departmental auditors. 

In a subsequent poriion of this memorandum I am submitting a 
soheiiic for a system of commercial banks and if organisations of this 
nature are established at all inland centres of trade, it will he possible 
for trade and commerce on one hand and agriculture on the other to 
come into contact with each other so that the same amount of capital 
may by turn he employed in financing agriculture during the. season 
of cultivation and in financing the movement of crops during the 
repaiinder of the year. 

At present there is liardly any co-ordination between the different 
agemues employed in financing agriculture, viz., the joint stock banks, 
money-lenders and co-opeiative societies and I personally do not see 
how any co-ordination is possible. 


Mnrhetinf/ of Crops {Question 2). 

If the cultivator is in an unfavourable position for having to obtain 
his finance at an exorbitant rate of interest, his position is very little 
improved after tlie crops are harvested when he has to sell his crops 
in a market controlled by a long chain of middlemen. His troubles 
are accentuated by the pressure which is put upon him from all si<les, 
by his creditors, the shop-keepers, and the landlords. The village 
traders are not slow to explf)it this helpless condition of the cultivators. 
In respect of jute, which is the principal money crop of Bengal, the 
cultivators are in a very serious disadvantage l)ecause they ( annot form 
even a rough estimate of the market at which ultimately they liave 
to dispose of their crop. 

There are two obvious remedies, one, to organise co-operative 
societies for the marketing of agricultural produce and, the other, to 
establish licensed warehouses, linked up with the system of co-operative 
credit. 

In co-operative marketing, a beginning has already been made in 
Bengal in respect of the two main croj)S, viz., paddv and jute, but 
these organisations cannot yet be said to have emerged from tlie stage 
of experiment. 

In my division there are six societies for the sale of jute and two 
societies for the sale of paddy. Some other societies of this type are 
in the course of organisation. The working of the jute sale societies 
ai*e controlled by the Bengal Co-operative Wholesale Society, while 
the paddy sale societies are heli)ed by the Central Society at Chilcutta. 

Most of these societies are financed by the FVorincial Bank. As the 
apex bank of the province, the normal bu/siness of the Provincial 
Bank is to finance the cultivation of various crops through the agency 
of the central banks. For this purpose the Provincial Bank accepts 
deposits, but the demand for loans is confined to certain seasons of 
the year, during which cultivation is in progress, while during the 
remaining months the Central Banks make large remittances in re- 
payment of the loans previously taken. During this season, therefoie. 
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the Provincial Bank holds a surplus, of idle money, on whtch^ it has 
to pay the usual rate of interest. By financing the sale societies, the 
Provincial Bank is able to find useful employment for some of this 
fiuiplus, and thus to reduce the loss on this account. 

This is not, however, the only point of advantage for the c<>opera- 
tive movement, so far as societies for sale of agricultural produce is 
concerned. During the marketing season, the cultivators lepay their 
dues to their respective village societies which, in their turn, pay the 
kutt due to the Central Banks. These Banks t^ain make large remit* 
tances to the Provincial Bank. On the other hand, the Provincial 
Bank has to finance the sale societies and the latter have to purchase 
jxiie from the cultivators and others for cash. Thus a large amount 
of futmey circulates from the Provincial Bank to the sale societies 
and tiience to the cultivators and a juirt. of it find« it.s way ba«-k again 
to the Provincial Bank through the village societies and the central 
banks. A beginning has already Ireen made in short-(‘ircuiting this 
process, by the sale societies obtaining from the central banks what- 
ever amount the latter want to remit to the Provincial Bank, and 
an attempt is being made to reduce village societiss to make their 
payments to the sale societies if such societies are situated at a shorter 
distance than the Central Banks. I think llmt there are very reason- 
able prospects of inducing the cultivator to accept central bank cheques 
in payment of that part of the price of his crops which represents 
his dues to his village society. 

But the sale societies alone will not solve the problem of the culti- 
vators. There are times, especially in course of the marketing of jute, 
when the market is so low that the cultivators want to hold up their 
crops in the ho])e of a better market. They are not able to do so 
because of the pressure put upon them from all sides. It is therefort 
necessary to establish warehouses, licensed under a law to be enacted 
for this purpose, in which a cultivator may deposit his crop, with 
instructions for sale when the market reaches a spw'ified level. The 
godown and its contents should be insured and the cultivator who 
deposits his crops therein should be rerjuired to pay for insurance and 
godown rent at fixed rates. He will get a receipt from the manager 
specifying the nature and quantity of crop deposited and its market 
value on the date of deposit, and he can easily arrange for loans from 
any bank or banker on the hypothecation of such receipt. The amount 
of l«)an will depend on the discretion of the bank authorities, and an 
arrangement may l>e made under which the manager of the warehouse 
w’ill remit the amount of this loan together with the interest when 
the crop is sold. Such warehouses may easily be organised on a co- 
operative basis, on the lines of the commission shops in the Lyallpur 
district of the Punjab. The managing committee of the society, ag 
weir as the provision for efficient audit, will serve as a check against 
dishonesty and mismanagement. Some experiments on these lines are 
being tried at Chandanbai.sha in Bogra district and at Mirkutia in 
Pabna, but we are handicapped for want of staff. It is yet too early 
"to judge the results. 


Financing of Export and Import Trade (Question 2). 

The financing of export and import trade, i.e., from the villages 
to the ports of the province and again from the ports to the distri- 
Initing centres and ultimately to the consumer, is extremely disorganiMd 
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and primeval in nature. Asi alre&dy stated in the previous paragraph^ 
during the sale season of each principal crop, \iz., paddy and jute, 
a large amount of cash remittances has to be sent, mainly fi*om 
Calcutta, to the tradei's dealing in the export of these! (commodities and 
capying on business at internal centres of trade. A large part of 
this money is immediately returned by the growers in the shape of 

price paid for cloth, salts, kerosene and other necessaries of life and 

this money finds its way back to Calcutta, through the persons engaged 
in import trade at the same places. Although hvudis are sometimes 
used, there is ordinarily no system at most places resulting in large 
cash I'emittances from these inland centres back to Calcutla. 

In my humble opinion, the gi-eatest banking need of Bengal at the 
present moment is the picovision of a system of mufassal banks at these 
important inland centies of trade (e.g., Bolpur in Birbhum district, 
Ilili in Bogra district and Atiai in Rajshahi), to which the Imperial 

Bank does not find it possible to extend its operations. These banks 

sliould be linked up with district and provincial organisations and there 
should be sufficient provision for Goveniment control in their constiln- 
tion so as to ensui’e sound management and to inspire public confi(lence. 
These banks will perform the following functions: — 

(1) They will conti-ol the movement of money to and from the 
w’holesale traders and financiers in Calcutta and other big centres of 
tiade to the mufassal centres. If a place expoits 2 lakh maunds of 
jute, it w ill reejuire, roughly speaking, 20 lakhs of rupees to enable the 
local merchants to buy the jute ancl about 10 lakhs,^ out of this, will 
go ba<‘k to Calcutta as price of different commodities imported for sale. 
A properly organised bank, with a working capital of d or 4 lakhs, 
might easily finance this entire trade of ^10 lakhs. 

(2) It will provide local agencies through whicli credit given by 
Calcutta wholesale dealers to their local clients, the retail sellers, may 
operate ; 

(d) They wrill also provide a convenient agency by which exporters 
of agricultural produce may adjust their accounts in Calcutta; 

(4) They will provide the necessary banking facilities to exporters 
of produce and dealer’s in imported commoditie'* at their places of 
operation. Take, for example, the case of riceinill owners at Bolpur 
or a jute dealer at Atrai. A trader working with a capital of Rs. o,000 

{ lUivhas^ paddy or jute to the extent of this sum w^hich he husks or 
rales for sliipnieiit. If the market is favourable, he will be anxious 
to continue buying but is prevented by lack of funds. He wdll ordi- 
narily approach his relatives or Calcutta financiers, but some time wdll 
be lost and there is every chance of his missing the market. It is 
therefore necessary to provide some agency near at hand wduch will be 
willing to lend him a reasonable amount at once on the hypothecation 
of his stock. On the other hand, dealers in imported commodities like 
icloth, corrugated iron, aluminium wares, etc., can obtain short credits 
•on the pledge of the stock imnorted by them so as to enable them to 
develop their business pmperiy by supplementing the capital owmed 
by them by loans w'hich, in most eases, can be repaid within a short 
^riod. It is only in certain seasons that these dealers handle a large 
nmount of stock and in these seasons ordinarily the sale is brisk, e.g., 
Ilk Puja time and in winter, in respect of particular commodities. The 
dialers are therefore seriously handicapped for want of necessary credit 
faeiliiies for these periods. 
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(fj) The^^e banks will proviiSe means for investment, for local capi- 
talists as well for the traders themseHes during tlieir slack season and 
the provincial organisation may help to utilise anv surplus during this 
season in other areas requiring finance. It will not be difficult to 
devise a system of co-ordinating these banks with the central co-opera- 
tive banks operating in the same area, so that in the slack season of 
trade the surplus hinds of the trading banks may be temporarily 
invested in the local co-operative bank and may be used to finance the 
cultivation of the local crops. 

(6) It will provide banking facilities to people at the real centres 
of the economic life. At these places the people sell their crops for 
Cixsh, but very often the money is expended elsewhere. A cultivator 
obtains Rs. 500 by sale of jute or paddy out of which he wants to remit 
Rs. riOO to his pleader to satisfy a deci‘ee. At present the remittance 
has to be by post or, as is often the case, the money is carried by an 
agent, at great risk. Payments may be made by cheques payable at 
the district or suhdi visional headquarters. 

I want it to be clearly recognised that a system of banking likf* 
the one outlined above will not encroach upon the ground already 
covered by any of the existing organisations. The Imperial Rank of 
India has branches only at very important centres of trade like Jal- 
paiguri or Narayanganj. Even Rerajganj has recently been given up 
as unworkable. At these places it caters for the needs of a different 
clientele from those whom the proposed banks are intemled to serve. 
The loan offices do not finance trade as such, although theie may l)e a 
few cases where persons obtaining a loan from smli banks have utilised 
the same to finance their tiade. Co-operative effott is possible in tlie 
case of smaller traders only, where the bond of mutual help exists. 

The Snufller Trculers {Q^tesiion 2), 

In the foregoing paragraph I have dealt with traders at the im- 
p'ortant inland centres who carry on business on, a more or less, exten- 
sive scale. Between them and the actual producers ird consumers are 
the smaller traders. 

On the export si<le, these traders are known as forias and heparies. 
Having regard to the w'ay in which business is conducted by them and 
the large extent of speculation which enters into it, by reason of the 
unsettled condition of the market, it is difficult to evolve a system for 
financing them. At piesent they generally obtain their finance front 
local money-lenders, supplementing the same by advances obtained from 
the big traders and firms to whom they act as feeders. Occasionally 
they gel money from co-operative hanks but the central banks, in some 
instances, discourage the issue of such loans, on the ground that these 
are loons for speculative purpose. 

On the impoi't side, i.e., the distribution of imported articles for 
consumption, we have the smaller shop-keepers. In villages they are 
isolated and cannot be sened by any banking organisation, whether co- 
operative or otherwise. In small towns, however, where there is « 
sufficient number of such traders there is an excellent field for chv 
operative traders^ banks, serving grain-dealers, doctors, confectioner^ 
cloth meirhants, tailoi^s, carpentei-s, etc. These persons work on a 
small capital and if they organise themselves and agree to put 4nto 
the bank all the money obtained in course of the day by sale of #feir 
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wai^s^ the hank may to a gi*eat extent he 6elf-finance(^. In my opinion^ 
the time hais come when the tradei^s’ hanks should be recognised as a 
distinct form of urban co-operation and should he separately organised 
from those composed of people of other classCvS, e.g.* salary-earners^ 
professional men, land owners, etc. So long, however, as it is not 
possible to organise separate co-operative hanks for traders, they may 
be seived by the existing urban banks, provided that these hanks arrange 
for cash credit in their case. 


Land Mortgage Banks (Question 4). 

The Raishabi Division has only one Land Moiigage Bank located 
at Naogaon and oi)erating in the area known as (laiija Jfahal. As the 
Hank was inspected by the members of the Banking Liujuiry Committee, 
I refrain from inferring to the details of its woiking. Its financial 
arrangements are unsound as the deposits are mostly for periods not 
exceeding 5 yeai*s while most of the loans granted by it are foi* periods 
l>etween 10 and 15 years. But this difficulty does not affect its W7irkiug 
on account of the strong financial backing given by the Gnnja Cultiva- 
tors’ Co-operative Society, T.imited, the members being common to both 
societies. 

Conditions peculiar to this area ai'e not common in other parts of 
the province and, in my opinion, land mortgage banks on a proper 
scale cannot be established without State aid in the shape of gtiaranteo 
to debenture holders. Meanwhile I propose, subject to the approval of 
the Registrar of Co-operative Societies, Bengal, to make some experi- 
ments in starting land mortgage banks, as annexe to central banks or 
groups of central banks. A note containing the details of my scheme 
is appended to this meinorandiun. 

It would, in my opinion, be puite easy to attrmd <*apital in fornis 
suitable for financing a bank dealing in long term loans, in sufficient 
measure, to supplement the funds raised by sale of del>entures. 


Siihsidiary Occupafion {Question 6), 

Subsidiary occupations followed by cultivators in this divisiorr 
during the recess season are few in number. Ordinarily lliey spend 
their time in idleness. Market-gardening is found in the neighbcmr- 
hood of the towns and many important hats, Fiom enquiries made by 
me I am inclined to hold that at mosti i)laces the quality and (piantity 
of vegetable produced by the local villagers are on the decline. 

In my opinion, the most suitable occupation for cultivators during 
the recess season are (1) market-gardening and (2) poultiy-farming, and 
there is a great scope for useful propaganda in these direction^ liy the 
central bank field-staff. In the district of Bogra, a co-operative nur- 
sery’ society has been registered, which has not started work yet, with 
the object of supplying seeds, seedlings and grafts to its members amf 
of making arrangements for the sale of the produce in the proper 
j!!^arket.« It has a very fair chance of success. 

' One of the main reasons that hamper production is the want of 
marketing facilities and the consequent inability for the small pro- 
ducers to get a proper price for their produce. The disparity of prices 
which is often noticed in the price of eggs and poultry between im- 
porhimt markets and villages in the interior indicates the necessity of 
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beginning has been made by the Dinajpur Milk Union where the 
carriers who bring milk from village sooieties also bring eggs that 
are sold at Dinajpur at a higher price than what they would have 
fetched in the villages. 

Although not an occupation which can be followed by the cultivator 
when he cannot make full use of his time on his farm, the preduction 
and sale of milk is in some areas an important supplementary occupa- 
tion of cultivators. These j>eiople live at a distance from the market 
and cannot make any arrangements for the sale themselves. They 
therefore have fallen into the clutches of the Goirola middlemen who 
not only pay for the milk at absurdly low rates but also cheat the 
ignorant villagers in many other w’ays, so that the Gov'ala\^ measure 
und the Gowala's advance have become proverbial. In areas from 
which the Naogaon Co-operative Milk Societies Union now draws its 
supplies, the Gowalas used to pay the villagers at Rs. 2 per maund 
(of 60 tolas measure) of milk. The milk societies now' pay for the same 
milk Rs. 3-8 per maund. The Subdivisional Officer of Naogaon atid 
myself found milk selling at Rs. 1-12 per maund at a village 14 miles 
from Naogaon. The condition of things in the vicinity of Nator is even 
worse. Is it to be w'ondered at, therefore, that the cultivators do not 6nd 
it profitable to keep (*()W\s and such cows as they do possess are not pro- 
perly fed and lookinl after? In my opinion this is the most important 
of the gradual decrease in the milk i)rod\iction in the i)rovince. 
I am fully convinced that if milk societies are organised in areas w'here 
there is a sufficient supply, the ctiltivators will find it worth their while 
to keep cows. In proof of this, I may cite the case of several rural 
credit societies near Naogaon whose members applied for special loans 
from the Naogaon Central Bank in order to enable them to purchase 
•cows and join the milk societies of the village. 

The Relief Committee organised on the occasion of the north 
Bengal flood, several years ago, under the guidance of Sir Profulla 
<Jhandra Ray, distributed spinning w'heels to many villagers to enable 
the people to supplement their incomes by spinniirg. Much eiithu- 
.siasm was evinced in the beginning but many of these people have 
since given up spinning presumably on account of the small return 
they got for their labour. 

A very important experiment in this direction is, however, being 
tried in Balui’ghat Subdivision of Dinajpur district, where a few: 
co-operative societies have been organised for jute spinning and weav- 
ing. Some of the products of these societies are very useful and attrac- 
tive and if w’e succeed in creating a market for them in Calcutta, a 
real advance w'ill have been made in providing a subsidiary occu})a- 
tion for cultivators. These societies are financed by the Balurghat 
Central Bank, Limited. An indigenous method of jute spinning and 
weaving exists in Dinajpur district and the gunny preduced there is 
preferred to similar preduct.s of mills on account of durability. But 
no attempt has yet been made to organise them, and to enable the 
prodticers to get a pit) per price by finding a suitable market. 

As regards organisation and financing of cottage industries in 
general, a beginning has been made by the establishment of a Central 
^Industrial Union at Calcutta to which the Governmeiil have sanctioned 
loan of Rs. 50^000 in order to enable it to take over the finished go^ds 
from the producers on payment of price and to s»H them in the most 
profitable market. 
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Small Industries (Question tf.4). , 

The most important industry of this class in my opinion is the 
hosieiy industry at Pabna which appears to be flourishing. I have not 
made any enquiries about their arrangements for finance, I may how- 
ever mention that a number of workers at Dinajpur for the manufacture 
of buckets, bathing-tubs, etc,, have recently been co-operatively organis- 
ed and it is proposed to finance the society from the Bengal Ihovincial 
Co-operative Bank. In my opinion, such industries should be co-opera- 
tively organised and should be affiliated to the Central Industrial 
TTnion, and that the Government should place sufficient funds at the 
disposal of the Union to enable it to finance such undertakings. The 
connection with the Centnil Industrial Depot at Calcutta is 
essential, (1) for the supply of raw matetrials at wholesale rates, (2) for 
marketing the produce, and (3) for the supply of maiket information. 

Loans to N onMigriculturisis {Question 611). 

No attempt has j-et been in my Division to organise landless day- 
laV)ourers. In important trade centres, where there is a constant de- 
mand for labour, such peoi>le do not ordinarily require loans. Besides, 
a day labourer without land has no credit. The most suitable organi- 
sation in this case i.s the thrift society which will enable them to save 
a portion of their earnings, say an anna in each rupee, so as to collect 
sufficient money to purchase lands or take up a more paying occupation 
as a small trader or a cart-driver and also to obtain loans in case of 
necessity against such deposits. 

I have already dealt with small traders. There are a number of co- 
operative societies among fishermen, some of which are cre<lit societies 
organised on the basis of unlimited liability mainly for the sake of 
granting loans while other societies are of a more ambitious nature 
and have taken settlement of fisheries. An account of these will be 
found in the annual administration report of the department. 

Service-holders and middle edass gentlemen generally obtain loans 
from loan offices and from co-operative urban banks. When the secu- 
rity is considered sufficient some loan offices are now granting loans at 
very modrate rates of interest. But such cases are not common. 

I am of opinion that indebtedness among the middle class people 
is increasing on account of a general rise in the standard of living 
among men of the middle class, paidicularly under the heads, education, 
clothing and medical treatment. It is however satisfactory to learn 
that the habit of thrift is also on the increase. 

Relations between the different hinds of Banks (Question 7). 

The relationship between the co-operative banks and the Imperial 
Bank of India has been dealt with in a previous portion of my memo- 
randum relating to the financing of agriculture. As regards the joint 
atock banks, there is ordinarily no antipathy between them and the 
co-oi>erative banks, mainly because at present they cafer for diflPerent 
set»4f clientele. On the other hand, the necessity* of having a certain 
portion of their resources in the fluid state very often leads banks of 
one kind to keep some money in current deposit with a bank of the 
pther kind. The investment of the funds of a co-operative bank in a 
stock bank is, however, discouraged because, in the opinion of my 
apartment, the procedura is not perfectly safe. 
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The question 4;^f the ade^ate financing of co-operative societies has: 
also been dealt with previously. The total amount required would 
depend directly on the progress in organising new societies. This 
progress has, m the past, been greatly retarded by the shoi'tage of 
officers already referred to above. Non-official organisers are not 
available in all areas, and where they are available they do not always 
have sufficient time and co-operative training to ensure soundness of 
organisation. Much of the aifficuHies which the department has at 
present to encounter is due to hasty and slipshod organisation at the 
beginning of the movement by untrained non-official organisers. In 
my opinion, therefore, the officers of the department will have to take 
a prominent part in the work of organisation for some time to come.* 
Now that the department is going to be strengthened, I expect an 
acceleration in the progress of organisation and the financial require- 
ments of the movement will correspondingly increase. But as already 
stated by me, the rural credit side of the organisation has now inspired 
public confidence in a sufficient measure and I think there will be no 
lack of money in ordinary times to cope with the normal increase in 
the number of village crectit societies. In years of general agricultural 
depression, however, outside assistance will l>e needed. 

liocal capital is, however, shy to finance special types of swieties, 
e.g., milk and industrial societies, and in this respect provision of 
State-aid is essentially necessary. But the proposition is not universally 
true. When the irrigation movement was started in the Bankura 
district the Central Bank organised at Bankura to finance the new’^ type 
of societies had no difficulty in attracting local capital in a sufficient 
measure. The Government of Bengal has recognised the necessity 
of State aid to encourage the growth of new forms of co-operative organi- 
sations by the grant of loans to the Bengal Silk Fnion, the Central 
Industnal Union as well as to unions for marketing of milk. 

Among the concessions needed to stimulate the growth of co-opera- 
tive organisation, I have already mentioned the making over of Gov- 
ernment treasury and sub-treasiii'y work to approved Central Banks. 
It is also required (1) to improve the existing facilities for Bemittance* 
Transfers, (2) to exempt all income of co-operative societies from in- 
come-tax, to reduce the fees charged for money remitted through' 
the post office by co-operative societies. The debentures if any issued 
by provincial banks should certainly be placed on the list of Trustee 
Securities. In this connection I wish to invite the attention of the 
Commitiee to the recent orders of the Calcutta University disapproving 
of file investment of the funds of aided schools in the local central 
banks. Su(*h investment was advantageous to both the parties con- 
cerned as the central banks are able to offer a much higher rate of 
interest than the postal savings bank in which such funds will, other- 
wise, have to be invested. 


Enlargement of the Scope of Co-operative Societies (Question 7 A). 

To give sufficient facilities to the depositors, and thus encouraging* 
deposits, the Central Banks should be able to grant loans to depoeitora 
against and up to the amounts of their deposits. This opinion has been 
endorsed by most of the central banks in reply to an enquiry made! 
by the department. 

It is not necessary to relax the restrictions placed on the investment 
of the fundi! of co-operative societies by, section 32 of the Co-operative 
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Societies Act. In Bengal, the scope of oflicial contitji on the working 
of co-operative organisations is verj’ restricted, and section 32 provides 
e salutary check against instances of thoughtless or iiTesponslble acts 
of the authorities of societies. For the same reason and, 
in the present condition of the managenjent of joint stock loan 
offices, I do not advocate free inter-lending between co-operative socie- 
ties and such banks. I have already referred to the policy which the 
department is pursuing in this respect. But with proper 'precautions, 
it may be possible to utilise a part of the money employed in financing 
•cultivation through the agency of co-operative societies to finance the 
marketing of crop. 

The present arrangement of finances in the central banks, with the 
jipex organisation, namely, the provincial banks, affords a very suit- 
able machinery for i-emittances of money from one place to another. 
A beginning has just been made by such banks as the Burdwan Central 
Bank, the Jahangirnagar Traders Bank of Dacca and the Town Co- 
operative Bank at Kajshahi, and the banking facilities provided by them 
are greatly appreciated by the public; other central and important 
urban banks are gradually following the example, set by them. 


Effect of the establishment of Co-operative Societies (Question 7B). 

The establishment of co-operative societies in rural areas has had 
the effect of lowering the rate of interest prevailing in that locality, 
both in respect of secured anti unsecured loans. But these organisa- 
tions have yet touched a small part of the ruial impulation and even 
in areas covered by them the full benefit of the movement cannot be 
reaped owing to its inability, under the present arrangements, to allow 
large loans for the redemption of old debts. The debts often carry a 
high lute of interest. The necessity for land mortgage banks to wipe 
off such debts has already been dealt with. It has also been stated how 
the progress of <o-operative organisation was hampered by the want 
of an adequate staff of officers in the department. 


Fart lA. — Loan Offloes and Joint Stock Banks in the Mufassal. 

I have very little practical experience of the working of joint stock 
hanks. My official duties have brought me into intimate contact with the 
officers of only one such bank in Fabna district Imt as the matter is 
now SM& judice I refrain from making a reference to it. Generally 
s'lieaking, I think that the loan offices are doing useful work by attract- 
ing capital much of which would otherwise have remained idle, and 
that they should be preferred to the ordinary money-lendei-s. Some of 
them have also encouraged thrift by introducing provident deposit 
schemes. Their main defects are: (1) They are generally managed 
by amateurs with little or no practical knowledge of banking. (2) 
Arrangements for audit are not satisfactorj'. For these reasons cases 
•of failures 6t such banks are not uncommon. The only suggestions I 
can make for their improvement are: — 

(1) The statutory provisions regarding the qualifications of man- 

agers, and 

(2) tih» provision for independent audit by taking away from the 

management the power of selecting their auditors. 
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Part Ilf.— Invastment Habit and Attraction oY Capital. 

If the cost of living and indebtedness is on the increase among the 
middle class people, there is no denying the fact that thrift and. the 
habit of investment are more common now than what it was 30 years 
ago. Life insurance is gradually becoming more and more popular 
and the response already received to the scheme for co-operative insur- 
ance recently inaugurated leads one to hope that life insurance will in 
course of a few years be popular with the rural population as well. 

The co-operative banks as well as the joint stock loan offices have 
been remarkably successful in attracting a huge amount of capital, 
an achievement which 20 years ago verv few people could have con- 
sidered possible. The failure of some nanks in Calcutta and other 
places appear to have shaken the faith of the investing public in the 
security offered by joint stock banks. The co-operative banks have, 
on the other hand, continued to enjoy public confidence in an increas- 
ing measure and the public appear to be gradually realising the fact 
that the joint unlimited liability of the members of rural socieities 
affords perfect security to the depositors of central banks. As an 
illustration of this proposition, 1 may state that although in Pabna 
area a large number of village societies have had to be placed under 
liquidation, the local public prefer the Pabna Central Bank to the 
local loan offices for the investment of their money with the result 
that this Central Bank has now a large) surplus, which it has invested 
in the Provincial Bank and some other central banks. 

Many of the central banks and joint stock banks have encouraged 
the habit of thrift by introducing provident deposit schemes under 
which the depositor may secure the payment of a specified amount in 
return foi‘ small monthly payments. The attractive feature of these 
schemes lies in the fact that intere.st is calculated every year and 
added to the amount of the principal. The Rajshahi Central Bank 
has lieen able to obtain about Rs. 50,000 from this source. In many 
central banks, however, the results are not so prominent and this, in 
my opinion, is due to the fact that the central banks’ staff do not like 
the additional work thrown upon them by having to keep these accounts. 
It is easier for them to get a deposit of Rs. 6,000 from one local 
capitalist than to make up this amount by 100 monthly deposits of 
Rs. 5 each. In spite of this the schemes are gaining in popularity. 
Government officers do not ordinarily avail themselves of these schemes 
as the.y are liable to transfer and it is troublesome and expensive to 
have to make these remittances by post at the beginning of every 
month. This difficulty may be easily removed by the Government 
agreeing to an arrangement by which the depositors might make pay- 
ment by deduction from salary, the necessary adjustment being made 
thiougi the Imperial Bank and the Provincial Co-operative? Bank. 
Such arrangement exists in the case of the Hindu Family Annuity 
Fuij,d and there' is no reason why the similar concession should not be 
granted to the co-operative banks, espetdally as it would be greatly 
beneficial to the employees of the Government. 

Among other devices for encounqi'ing the habit of thrift and saving 
may be mentioned the introduction of the home safe boxes whicS 
has been successful in man.y urban areas and some rural^ areas. In rural 
areas especially among members of ^ village credit societies tbe mwMi 
system is most suitable. This requires the housewife to keep back a 
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out of the total quantity of rice to be cooked for each meal for 
the family and I beg to invite the attention of the Committee to the 
remarkable results obtained by this method by the village societies in 
Matlab area in the district of Tippera, mentioned in the annual report 
of the Co-operative Department for the last year. The introduction 
of Such saving habit, however, forms a part and parcel of co-operative 
training of the individual meml)ers, which depends on the adequacy 
of the staff employed by the department and the proper training of that 
staff. 


ANNEXURE. 

Organisation of Land Mortgago Banks as annexe to Central 
Co-operative Banks. 

It is a recognised principle of rural credit that a cultivator requires 
credit facilities of three kinds to satisfy his need and to enable him to 
carry on his occupation. In the first place, tlie cultivator must be given 
short-term loans, i.e., loans repayable within a year for the cultivation 
expenses of the main croi)s and for the maintenance of the family 
during the cultivation season. Secondly, he wants intermediate loans, 
i.e., loans 1 ‘epayable in instalments distributed between and 5 years, 
for purchase of (*attle, erection of houses, minor works of improvement 
and repayments of small debts. Lastly, he wants long-term loans repay- 
able in instalments ruiming from 5 to 20 yaars for the redemption of 
old debts, for acquiring propei*ty and for carrying out expensive 
improvements .such as drainage, irrigation and bunds. 

The system of rural credit on co-operative basis, as undertaken at 
present through the agency of central banks and primary societies 
affiliated to them, satisfied the needs of cultivators (and other people 
of similar status like village artisans) in iespe<*t of the first t'wo kinds 
of loans, viz., the short and intermediate. No arrangement has yet 
been made, so far at least as the presidency of Bengal is concerned, 
for the supply of credit for the third purpose. Yet the problem is one 
of great piuctical importance. Such investigation as has been made 
tend to show that the accumulated debt of the cultivators is very con- 
siderable and that such debt (‘aniiot be wiped off unless the cultivators 
are allowed loans of sufficient amount at a reasonable rate of interest, 
which they can pay off in easy instalments. 

To persons engaged in promoting the co-operative movement, the 
gravity of the question cannot be exaggerated. The object of a co-opera- 
tive society is to make the members ultimately free from outside debts 
and to enable them to enjoy the fruits of their labour instead of hand- 
ing them over to the mahajans. This object cannot be achieved and 
little real benefit can be conferred on the cultivators so long as they 
continue to be indebted to professional money-lenders in respect of 
large sums, obtaining from the co-operative society only the money 
required for cultivation expenses and kindred puri>oses. On the other 
hand, if loans are given from rural societies for the liquidation of old 
debts, it is impossible for the cultivator to repay the loans within a 
period of 3 years for which the kists are ordinarily fixed with the result 
that the society defaults its kists with the Central Bank arid the latter 
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cannot fulfil its financial engagements with the financiers. The Cen- 
tral Banks ordinarily obtain their finance on j, term not exceeding 3 
years and it i.s therefore impossible for them to allow a longer period 
of repayment to the village societies. There is yet another reason why 
big loans for the liquidation of old and accumulated debts 8hotlM''not 
be advanced from rural societies of unlimited liability. Such loans 
are ordinarily large in amount and are ordinarily required by sub- 
stantial cultivators. It is not fair to saddle the ordinary cultivator- 
members with joint unlimited liability for such loams. 

The (pifestion has attracted the serious attention of all men engaged 
in solving the problem of rural improvement and there is now a unani- 
mity of opinion that banks should be established for supply of neces- 
sary credit to cultivators on mortgage of their property and that su(“h 
banks can be organised on co-operative basis. This view has been 
endorsed by no less an authority than the Royal Commission on Agri- 
culture in India in paragraphs 381 and 382 of their Report. 

It is believed that the question is now under the attention "of 
the Government. In the meanwhile, co-operative workers should not 
ifcinain idle. In the present article therefme the writer pixj'oses to 
place certain suggestions regarding what central banks can do to help 
the members of affiliated societies in this respect. It has been pointed 
out above that among these members there is a considerable nurnlwr 
who require such loans. And although the rules discourage the issue 
of such loans from rural societies cases are not rare when driven by 
sheer necessity members have taken advantage of ‘lieii' position a.s 
otiice-bearers of rural societies to appropriate large sums of money for 
their own needs. The Government Rule requiring the sanction of the 
central banks to all loans over Rs. 250 is honoured more in the breach 
than in the observance. It is not to be wondered at that such members 
not only default in respect of their own ki.sts (for their incapacity to 
repay the loans within a short period of 3 years) but set a bad example 
to others, with the result that ovenlues are found increasing, a point 
w'bich wa.; stressed by Srijut Indu Bbushan Bbaduri in bis presidential 
address in the Bogra Divi.sional Conference, 1928. 

In the interests of the credit movement undertaken by the central 
banks, therefore, it is of paramount importance that arrangement 
should be made for the grant of long-term loans to such members of 
rural societies as may require them. 

I therefore propose the organisation of a Land Mortgage Bank for 
each'central bank, or for such group of central banks operating in one 
administrative area, a district or a subdivision. It will be organised 
■on co-operative basis and registered under the Co-operative Societies 
Act. It will be a society of the mixed central type, having both in- 
dividual ns well as society share-holders. The necessity for this will 
be explained later on. It will work as an annexe to the central bank 
or central bonks concerned. 

The main reason why the central banks as at present constituted 
cannot grant long-term loans is that they themselves obtain finance 
for periods not exoeeding three years. No inside depositor will agree^ to 
his ntoney being locked up in a central bank, about the solid security 
offered by which the outsiders have at best a ha*y idea, for more than 
three years, without demanding an excessive rate of interest. To sur- 
mount this difficulty I propose to utilise those portions of the central 
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banks' WDi king capital which ai‘e not supplied by the ordinary deposi-* 
tors. They are detail#d below. 

There is in the first place the share capital of the bank supplied 
by the society share-holders and in the case of mixed type centml banks 
by soine individual share-holders. Ordinarily speaking, the share con- 
tributed by registered societies affiliated to" a central bank will not 
have to be refunded except in the case of their liquidation. The share 
money paid by individual members have to be paid back under certain 
circumstances. To provide for these i'ontinirencies we may leave a 
portion of the share capital and utilise the remainder, say Jtns. 

Secondly, there are flie reserve and other special funds created out 
of the annual profits of the (central banks. The only objection to 
their utilisation for this purpose is that they are formed with the ob- 
ject of furnishing a solid security for the investors and it may there- 
fore be argued that they should not be invested except in a perfectly 
safe manner, e.g., in (iovernment securities or in fixed deposit in the 
I^rovincial Bank. The reply to this criticism would l>e that, firstly, if 
worked on proper lines there is no reason to consider a mortgage 
bank as unsafe, and secondly, by supplying long-term loans to village 
society members, the mortgage bank will have the direct and immedi- 
ate effect of reducing overdues and minimising bad debts. It will 
therefore scive exactly the same purpose as that for which the reserve 
and other similar funds are intended. 

Thirdly, there are the reserve funds of village societies, which 
under tlie existing orders of the Registrar of Co-operative Societies, 
Bengal, have to be separately invested in the Central Bank. They can 
be treated as long-term deposits, bec‘ause, as in the case of the share 

capital, it will not be liable to be refunded exc^ept in the event of licjui- 

dalion of the society concerned. It is true that these orders of the 
Registrar are not followed in many ceases and as a result the amount 
of the reserve fund of village societies invested in the central bank 
is very small in the case of most central banks. But it is believed 
that if the central liank makes a serious effort the ordeis of the 
Registiar can be enforce*!^ especially if it is explained lo the members 
that the money will be used for their benefit. In this connection, it 
should be noted that there are reasonable grounds for complaint on 
bebalf of village societies to the investment of their reserve fund at 
the low rate of 4*11/1(5 per cent, as laid down in the Registrars ciicu- 
lar on the subject. It is for consideration whether the rate of inter- 
est cannot be raised to 6 per cent, so that central banks may advance 

the amount to the mortgage bank at 61 per cent. 

Fourthly, there is the amount derived from provident endowment 
schemes in force in various central banks. In details these schemes 
di£Fer in difterent central banks, but the essential terms are that by 
small monthly payments a depositor can get a ( cmsiderable amount at 
the end of affixed number of years. The rate of interest allow^ed vary 
ordinarily between 61 to 71 per cent., but popularity of the schemes is 
due to the fact that interest is added six-monthly or annually so that 
in effect the depositor is entitled to the advantage of cmripound inter- 
est. These are all long-term depo.sits, the period varying from 10 to 
15 years and it will be perfectly sound to invest a portion of it, my 
two-thirds on long-term through 'mortgage banks. 

Lastly, we have the newly registered Bengal Co-operative Insuranca 
SoOietv which has immense possibilities before it. There is no reason 

31 
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why, il properly adveiti^ed and explained, the <'entral banks should 
not be able to ^^et half their Adlla^e society members insure with this 
society. In a xentral bank with 200 societies and 4,000 members, 
there should be a monthly collection of Its. 1,0(K) if only 25 per cent, 
of society members insure themselves and pay Ee. 1 per month on the 
average, bringing to the central bank deposits amounting to 
Hs. 12, MO per annum. Then there are outsiders and among the urban 
population the central bank can easily get another 1,(K)0 proponants 
paying Es. 12,000 per annum. This is the very least which we should 
expect in an ordinary district town. Under tbe present arrangements 
the bulk of this money will l»e locally invested in the co-operative 
movement and as they are essentially long-term deposits at least a 
part of it, say two-thirds, can safely be used for financing the proposed 
mortgage bank. 

Il these suggestions are a<‘cepied, a well managed central bank of 
some standing will have no difficulty in obtaining sufficient funds to 
make a beginning. It need hardly be said that it is not proposed by 
this means to raise suffii ient funds to wipe out the indebtedness of all 
the big (ultivalors and small landholders of any particular area. But 
leaving the larger problem 1o be scdved by the State, there i.s no rea.so‘n 
wh\ (‘ejitnd l)anks should not attempt a solution of the very pressing 
problem of supplying long-term finance to those niembei's of niral 
socvieties who letjuire the same and thereby to seimre for them the full 
advantage of the movement and also to prevent tlie tendency, which is 
daily growing to l)e a serious menace to the financial soundness of many 
societies, of individuals appropriating large amounts as loans which 
they are unable to pay in accordance with stipuLated kists. 

Most of the finan(‘e derived from the source mentioned above may 
be obtained at rates of interest varying from 0 to 7 per cent. It 
would thus be quite possible to the proposed mortgage l)ank to lend 
money at 9. *3/ 8th per lent. per annum, as it is a well reeognit’ed 
primdple that long-term loan should be available at a lc»wer rate of 
interest than ordinary loans. But having regard to the fact that such 
organisations are in the nature of an ex|.>erimeiit, that it is necesvsary 
to» build up a substantial reserve fund as soon as possible, and that 
facile credit is not an unmixed blessing. I propose that loans should 
be given at the rate of 12 per cent, per annum. Punctuality in repay- 
ment should be strictly, even rigorously, enfoned and a dis]>ute for the 
entire balance should be filed as soon as there i.s wilful default in res- 
pect of a single instalment. 

As I have suggested in a previous portion of this note, member- 
ship wull be open to individuals as well as to registered societies. 
Only rural credit societies, affiliated to the central bank to which 
the mortgage bank is attached, will be eligible for membership and 
no individual w^ill l>e admitted as a member w-ho is not himself a mem- 
ber of a rural ivreclit society already affiliated to the mortgage bank. 
This would be in keeping with the object of the bank as defined in the 
foregoing paragraphs. When a member of a rural credit society 
desires to apply for a long-term loan from the mortgage bank he will 
be required to submit his application in the first instance to the village 
societ5% of which he is a member. The application wdll be considei’ed 
at an extraordinaiy general meeting of the society and the meeting 
will sorutinise the amount and purpose of the loan as also the 
fixation of kists with regard to the applicant’s ability to make 
punctual repayments under normal circumstances. When the members 
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of the Bociety are satisfied that the appliiation should be granted they 
should make a resolution accepting responsibility foi' the loan up to 
Ks, 250 in the case of non-realisation fn)ui the applicant and then for- 
ward the application with a copy of their resolution to the) cential bank. 
The secretary of the central bank will cause a careful enquiry to be 
made by the area-supenisor of the central bank and will then forward 
the papers with the remarks to the moitgage bank for disposal. If, 
howevej', the central bank secretary is xinuble to agree with the opinion 
expres.sed either by the village society or the su]»enisor if will be his 
duty to refe' the matter to the managing comuiittee or the working 
committee of his bank, as the <ase may be, before forwarding the 
papers to the mortgage bank. 

Before describing tbe proceduie to l)e followed in the niortgage 
bank, it will l)e convenient to discuss what arrangemeuts are to be 
made for the staff both iu-door and out-door. In a mortgage bank 
organised essentially as an annexe to a particular central bank with 
the object of financing a ceitain number of tbe village society mem- 
bers, the secretary of the central bank or its chief salaried oflicer, 
by whatever designation he may l>e known, will agree to u<'t as the 
.secretary of the mortgage bank on a small lemiineration or for a bonus 
to be paid out of the annual profits. This arrangement has Imjcii 
working satisfactorily in the only existing Land Mortgage Bank in 
Bengal, which is located at Naogaon, where the Manager of the Gaiija 
Cultivators’ Co-operative Society has been working as the Honoiary 
Secretary of tlie Land Mortgage Bank annexed to the main society. 
He may be assisted in the oftice work by one or more clerks according 
to tbe volume of business tor keeping the prescribed records and 
makin*? necessary enquiries at the oftice of tbe Sub-Ilegistrar. As 
regards out-door work, the central bank supeiwisors will bo quite able 
to <lo tbe work, each in lespect of his own area, iind as a matter of 
fact, very little additional work is to Ite d(»ne. A good supervisor W’ill 
realise that the niortgage tiank is a valuable ally to the credit societies 
and the central bank and should do all in his power t<> help in the 
experiment. The assistance rendered by them will be considered at 
the time, of distributing jirofits when profits are declared at the end of 
a year’s work. The authorities of two important central banks, with 
whom I have discussed these preliminary arrangements, have express- 
ed their full agreement with them. 

Resuming now the procedure to he followed in respect of an iqipli- 
cation, we have already described how it will reach the office of the 
land mortgage bank after a thorough and careful scrutiny by tbe 
village society, tbe area-supervisor and the office of the central bunk. 
The application will lie subjected to a further scrutiny in the office of 
the land mortgage bank, but if the secretaries of tbe two organisa- 
tions are one and the same person, very little light can be expected in 
course of the last scrutiny. A search will then lie made in the regis- 
tration office to verify the statement of the applicant with regard to 
the encumbrances already existing. The case will then be ripe for the 
consideratioi. of .the body of dire<-tors of the land mortgage bank and 
as provision will be made in the bye-laws for representation not only 
of the borrowers and of the central bank c-oncerned but of outsiders 
of special experience and qualification, their decision will not neces. 
sariiy follow in the w'ake of the central bank resolution. 

It will be seen that if these safeguards are adopted and properly 
worked, the dangers of facile credit will to a great extent have been 



484 


eliminated, and risk of had debts will as far as possible be minimised. 
The temptations to obtain a large loan, at a comparatively low rate of 
interest are however very strong and it is possible that an influential 
director of a village society may secure an unduly favourable report 
from his society and the area-supej-visor and even from the central 
bank office. To guard again.st such contingencies it will be necessary, 
following the precedent of the Punjab, to piovide for the Registrar 
nominating a special member, without whose consent no loan will be 
given to any of the directors of the mortgage bank themselves or no 
loan exceeding Rs. 1,000 will be allowed to any individual. 

85 . 

Mr. B. K. Das, Assistant Registrar, Co-operative Societies, Chittagoi^ 

Division. 

Part 1. — Agricultural Credit and Credit Facilities for Small Industries. 

Question I. — (i) (a) For expenses during cultivation — The agricul- 
turit^t generall,v requires small loans to meet his cultivation expep.ses 
and for this he goes to the village money-lenders and also to co-operative 
societies, if any, existing in the village. Dealers in agricultuial 
jjroduce are found to come to the field to help the agriculturist with the 
siui.ster motive of capturing their prodiu'e by the system of dadan.s. 

(h) For capital and periuaneul improvements — The help of 
Zemindars, Talukdars, big money-lenders and also of the loan offices 
and co-operative societies is sought for. 

(c) For failure of mon.soon, for land revenue and flood, etc. — When 
there is a failure of monsoon, or a disaster like a flood, the usual 
finance sy.stem receives a check, as the financiers are afraid of losing 
their money owing t(' the distres,sed condition of the bonowers. Conse- 
quently, people have to cry for help from Government oi’ outsiders. 
The Government help is generally restiicted to agricultural loans 
which are not .sufficient to cope with the just demands and public 
charities have been of immense help at such times. Co-operative 
Societies have done great service in such crisis and the objects of 
Government loan have been to a great extent fulfilled by tliem. 

(ij) Rates of rntere.st charged in this division vary from 18f to 
75 per cent., if not more in certain special circumstances. The rate ot 
iniere.st in co-operative societies, however, is from lOi to 18f per cent. 

The period of loans is generally for a short-term, i.e., the agricul- 
turists borrow on inomi.se to repay at the harvest time, but they can 
hardly keep up their promises owing to various circumstances. 

Nature of security given and accepted — The nature of security is 
different according to tlie size, purpose and nature of loans. 

For loans to meet cultivation expenses the money-lenders generally 
insist on pledging of produce, cattle, ornaments and also lands. 

To take big loans for capital and permanent improvements they 
boiTow money from big money-lenders and loan offices by mortgaging 
their landed properties. 

Co-operative scwieties, however, generally look to personal securities 
as they have the best .security in their unlimited liability with which 
auch societies are formed. 



The l^erceniage of secured aud unsectired loans is estimated at 70 
X>er cent, and (K) per cent, respectively* 

(iii) The part played hy Government and Imperial Bank in the 
matter of agricultural finance is almost nil. Joint stock hanks help to a 
very little extent indirectly through money-lenders, indigenous banks 
and dealers in produce. 

The main part in this respect is played by village moneyJenderif,. 
and co-openitive societies where they exist. 

The big dealers in agricultural produce play also an important 
part by their system of dadans at the sowing season. 

(iv) For this division the total amount of cajjital needed for various 
purposes annually may be e.stimated at Rs, 1,50*00,000. 

(r) The principal defects in the existing system of finance referred 
to, appear to be the following: — 

(a) The lands of agriculturists are gradually passing into the hands 
cf thetr money-lenders excepting, of t ourse, in the case of co-operative 
societies which come to the field w ith the sole object of saving them from 
their clutches. 

(b) Agriculfui ists are sorely in the grip of the deulos in products 
and have practically no voice in the disposal of their produce wdiich is 
obtained at the cost of their life-blood. 

(c) The system of finance is also responsible for chronic indebted- 
ness of agriculturists. For, in the first instance, they are duped by the 
money-lenders and dealers in produce, who are alive more to their own 
interest than to anything else. The money-lenders advance loans wdlli 
the motive of capturing the lands which are mortgaged, and seldom 
care for repayment of the juiiu'ipal if anyhow they (’an manage to 
save the limitation of bonds by realising something as interest only. 

Re medics , — There are, of course, various remedies for the detects 
Tiientioned. 

Among otliers the following are suggested : — 

(1) Removal of illiteracy. 

(2) Starting of co-operative land-mortgage banks. 

Starling of co-opeiative sale and supply societies. 

(4) Restriction of lending money by fixing a maximum limit ibrough 
legislature. 

(5) Occasionai iiispe(‘tion of the ac’counts of the nmnev-lending 
concerns by the Circle Officers to check ext(*»rtionate rates of interest and 
high-handedness of the agricultural financiers by legislation. 

((I) There is want of co-ordination among the various financing 
agencies excepting between the Government and co-(»perative societies, 
which, though interested in agricultural finance, have still ample scope 
to eflfect many-sided improvements. 

Question 2- — (?) The marketing of principal agricultural errops, 
viz., jute, paddy, cotton, etc., varies with regard to diflFerent conditions 
in different localities in this Division. Between the producer and the 
consumer there is a number of intermediaries Icnowm as farias, 
btjpanr, dalals, arajdars. etc. Generally the farias collect the produce 
and sell it to the beparis who again take it to the arat, where it is either 
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exported or »oIrl tlirough the araidars op brokers. For local supply there 
is a different set of niiddleinen throufrh whom the consumer gets his 
supply. 

The raiyats are unable to hold up their crops for better prioe partly 
due to their pressing needs for money and partly to their obligation to 
the dadandars for repayment of loans taken at the cultivation season. 

(u) The l)est way to helj) the producers in disposing of their produce 
at a better market is, I think, the organisation of co-operative sale and 
supply societies and getting them interested in joining the same by 
explaining to them the benefits to be accrued thereby. 

(/u) There are 27 co-operative sale societies in this Division of 
which 5 are in Chittagong, 8 in Noakbali and 14 in Tippera. 

There are two kinds of such societies — primary and central. 

TViiiuuy societies are coinpf>sed of actiial growers who sell their 
produce either in the lo(*al markets or through the central sale and 
supply sordeties where there is an opportunity to do so. 

No primary society is linked to any central organisation. They 
are neither financed by the (*entral organisation nor hy anv outside 
financier. The near*est central hank of credit type is unwilling to 
finance such societies as their liaiiility is limited hy shares, which are 
hardly sufficient to justify for their re(|uisite Ixjrrowings. Tliey ha\e. 
therefore, to de]>end on their share capital and local deposits, if any, to 
curry their biisitiess and as such, are generally handicapped for 
fiimnee. 

The difficulties of financing central sale societies have partly been 
met by the grant of cash credit or temporary loans by tlie Provincial 
Co-operative Bank against hypothecation of goods generally. As some 
cf these central societies have undertaken business on a large scale, 
they experiences great difficulties in the matter of finance. 

(iv) The existing facilities for the financing of prodmds are as 
follows : — 

Farias take small loans at exorbitant rotes of interest for a short 
period, say, a week or fortnight, and purchase the prodme from the 
individual growers on a small scale. The l)eparies purchase from the 
farias as well as from the growers direct somelimes and they are 
generally financed by uratdais and big dealers in produce. 

These facilities have their drawbacks, for indirectly the above inter- 
mediaries are a lieavy charge upon the atonal producers and if 
indigenous banking preferably through co-opeiative organisation can 
be introdiued to facilitate the financing of marketing of crops, the 
(diarge will to a great extent he lessened. 

(v) In regard to the facilities for the financing of produces during 
marketing, there is really special difference between internal trade and 
foreign trade. Better monetary facilitie.s granted by the Imperial 
Bank and other eonceras of similar t>i>e are availed of by those who 
deal in foreign trade, but all other intermediaries who deal in internal 
trade have got very little opportunities in that respect. They borrow 
locally at high rates of interest and do business in such a way as to cover 
that rate, with the result that the actual growers are hard hit. If 
measures could be taken 1o give sufficient banking facilities to these 
dealers, the benefit* would have been derived by the growers and con- 
sumers alike, for the actual charge of consumption would then have 
Been lessened. 
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(a) Already dealt with in answer to 2 (tr), 

(6) The ‘grower of produce does not really get the full value for his 
produce due to speculative activities both in purchase and sale, but this 
speculative element, too, has its utility and cuiniot be totally ignored, 
for it plays an important part in determining the price of commodities 
to the benefit of growers to a certain extent ; otherwise, by the elimina- 
tion of these speculative bodies, the margin of profits would have entirely 
gone to the pocket of the foreign tra<lers. 

If it is intended to benefit the growers, wlvat is necessary is to enact 
some law^ to control the expoi t and import of (‘rops, 

(rii) Yes, I think so. The principal cause among others is want of 
training in this direction. 

(riii) By chetiues, drafts, hundis, postal money-orders and insurance, 
bearers, etc. 

(i>) The existing systems referred to above are defective. The 
money-order commission is a lieavv charge and involves much time. 

Tlie Insurance fee, though small, involves almost the same delay 
in transmission as in the case of money-orders. 

lJifii(*ulty is exi>eiienced in exchanging G. C. notes of big values lor 
notes or coins of small denomination. 

The usual practice of remittance through l)earers. l)y boat, steamers 
and rails, etc., is very risky and costly. 

If the growers could be brought w'ithin the folds of co-operation and 
co-operative institutions were granted banking facilities, especially in 
the matter of remittance, and they could take free advantage of the 
local Sub-tieasuries or tlianas for safe (Uistody of their (ush balam^es, 
innch of the difliculties now experienced would have been obviated. 

It is an admitted fact that closer tlie co-operation between producers 
and consumers tlirough ])roper system of l)anking fac'ilities, the greater 
the economy of time, transit and money and it is believed lliai this can 
be effecteii by a net work of co-ojieiative organisations througliout the 
length and breadth of the country. 

(.r) The negotiable iiisti uments play a very insignificaTit paid in tlie 
internal trade of the province for it is generally carried by silver (Miins 
and (}, G. Notes due to illileracy of the growers and also want of |>roper 
indigenous banking facilities, 

(^i) If steps could be taken for giving facilities by introducing 
indigenous banks, and reducing the duty on hills, the growers 
might perhaps take advantage of the opportunities and lie greatly 
benefited. 

(.rii) There are two classes id' hundis generally in thi.s Division, 
known as muddati and darshani. 

Thf; muddati hundis are to be paid within a certain period 
stipulated in the hundis and the darshani hundis are required to be 
paid on sight but the use of the latter in this Division is rare due to 
want of hanking facilities. 

(anti) Yes, this wdll greatly facilitate their use if, of course, the use 
of such forms is restricted to approved banks and bankers. 

(xv) The hundis are generally sent to a provincial centre and dir,- 
counted there. Hardly they are held by middlemen, merchants or 
commission agents. 



48S 


{xyi) No sircb facilities exist for redisoownting hundis in this 
Division. Ijocal central banks might discount the hundis of selected 
primary societies and the Provincial Bank ought to rediscount these 
bills on a small commission or discount. 

QuMiioh 3r — (O In this division the value of land per acre differs 
in different places according to the fertility of soil, situation, etc.: — 

Rs. Es. 

Value of jute land ... ... 1.000 to 0,000 

Value of paddy land ... ... 500 to 2,0(X) 

Value of bhiti land ... ... 200 to 1,000 

(ii) Fertility of soil, better facilities for irrigation and transmission 
of produce to hats, luokuuis and important commercial centres are the 
principal fa«dor.s affecting the value of land. 

The value of land at sales for non-payment of revenue and that in 
the event of sale by court decree is lower than the usual rate at which 
it is sold hy private negotiations. 

Question 4. — (;') There is no perceptible impediment. 

(ri) The amended Bengal Tenancy Act has to a preat extent improved 
the credit of the agiieulturists. 

(iU) The fifigmeniation of the agricultural holdings and their 
flmallness olfers one of the chief ditticulties in starling long-term 
institutions like land mortgage banks. 

(rc) Xo, 

(/*/) liand-margage lianks on co-operative lines may be organised for 
the benefit of tenants and land-holders. 

{vii) (o), {It) and (c) As no land mortgage bank exi.'^ts in this Division 
it is premature to suggest any measures required in (a^, (b) and (c). 

(riii) (a) Depo^'iis , — As regards ordinary deposits there are certain 
difficulties, for land mortgage banks will issue loans for long periods 
jand they wdll hardly be able to secure such long-term deposits and as 
such they cannot depend largely on deposits for working capital. 

(h) Funds from Central institutions . — The best help can be rendered 
by the cential financing institution which ought to raise cheap capital 
by receiving loans from Government at low’ rates and by issue of 
debentures guaranteed by Government. 

(/.r) It w’ill suffi(’e if debenture bonds cany Government guarantee 
for interest only. 

(ir) Creation of sufficient sinking funds and a first charge on the 
mortgages. 

(xi) The following terms suggested: — 

Per cent. 

For raising funds with Government 

security ... ... ... 4^ 

, For raising funds without Government 

security ... ... ... 6 

For lending money ... ... ... 6 to 7^ 

iirit) Yes. 
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fOWtiMl K — (f) to {vi) This estimate can accurately he arrived at 
by B proper survey of a locality. This has been undertaken by the 
Enquiry Committee by intensive survey of the indebtedness of the people. 

(i?t) Agricultural indebtedness appears to be increasing with the- 
increase of a desire in the people to live in a more civilised way and 
also with the increase in the people of a strong desire to acquire more- 
landed property. * 

(vii) Almost nil. 

(rm) All schemes of a big nature should be taken up for executioir 
under the Land Improvements Act. 

(?\r) Yes, Kabulis are found in many parts of this Division. Their 
main business is to lend money at a very extortionate rate of interest,, 
say. Go per cent. Besides lending money they have other occupations,, 
such as sale of piece-goods on credit, charging a very high price. 
Though they are a terror to the villagers the latter are easily caught 
in their traps due to their illiteracy and chronic want. 

(./) Cases of heavy accjuimilation of debts and prolonged duration of 
loans are many., 

To give one or two concrete instances I may quote the following: — 

In village Burba Kazirgaon in Tinpeni one Hamid Ali Miji 
borrowed Rs. 1,000 from one Lai Meah, clerk, Hajiganj 8ub-Regi.strar% 
office, at the rate of per cent, by mortgaging his properties and the 
loan has now come up to Rs. 5,000 with interest. 

There was another interesting instance at Hajiganj within ther 
Chandpiir subdivision. One Byiitap Chandra Saha s<dd on credit a 
sack of Rangoon lice for Rs. 20 to a man, on liis executing a bond for 
the same with a high rate of compound interest. The man failed to 
repay the amount within the stipulated time but renewed the liomi 
from time to time. After a lapse of about 20 years the deld went up 
to a lac and a few thoiisand rupees. Though the lender sued him in 
tlie Court claiming for a few thousands only and ultimately had a 
compromise effected, the nature of the accumulation and the evils of 
prolonged duration may he judged from such an instance. 

(,ri) The Insurious Loans Act has failed to serve the purpose for 
which it was enacted as the money-lenders get their bonds periodically 
renewed by amalgamating interest with the principal. * In my opinion, 
unless more facile credits could be arranged for the needy l»y starting 
indigenous banks, abuses will continue to be practised by the money- 
lendei-s, if recouise to this Act be fully taken. * 

No such standard. The discretion lies with the trying Munsiffs^ 
and Judges. 

Uriii) Yes, many money-lenders take a bond for larger amount than 
what is actually loaned out and this abuse will be more rampant if the 
Usury Act is put into action more rigidly. 

Ctiv) This can be effected well through co-operative organisations- 
with the co-ordination of the Agricultural Department. 

(jpi’) Usually 50 per cent, of the quantity lent out. The repayments 
are made both in cash or kind. 

\xTi) The rates of interest generally vaiy from 12 per cent to 75 per 
cent. They charge both simple and compound interest. They wait for 
repayment till the due date and if there is failure they sue their debtors 
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-or get renewed bonds from them. In the latter case the principal and 
iiccrued interest are converted into a principal amount. 

(a-Tii) Yes, <o a large degree. 

(iTviri) Yes, much of the incentive is taken away. 

Quastion 6. — (i) The number of small subsidiary industries cannot 
1)6 definitely ascertained. The producers seldom try Jto have recourse 
to small industries in their leivsure time. 

Womenfolk in some parts of this Division husk paddy and work as 
labourers in cotton-ginning factories. 

(rii) The following enterprises may be suggested : — 

(1) Fish-rearing, 

(2) Rpinnitig. 

{'>) Mat and basket-making. 

(4) Rope-making and net-weaving. 

{5) (xardening, 

(6) Rice husking on a larger scale. 

(iv) By starting imhistrial co-operative societies backed by Govern- 
ment subsidy and Government loans at a low rate. 

(v) In the initial stage of such societies sufficient Government 
•eubsidies are necessary. 

Question 6A. — (i) By share capital and borrowed capital from joint- 
etock concerns and Government. 

(ii) By Government loans at a low rate of interest in the initial 
^tage of such industries.. 

Quootion 6Bi — (/) Private money-lenders and (‘o-oj)erative societies, 
and loan offite.s in (‘Use of big loans, but industrialists having little or 
no property to otfei as security hardly succeed in getting loans easily 
and at cheap rates, 

(ii) They generally borrow for ceremonial purposes, redemption of 
'old debts, construction of houses, defraying of expenses of education of 
children and for ( arjying on busines-s and their community’s indu.strie.s. 
The late of interest on such loans generally vary from 12 per cent, to 
37i per cent. 

The dilference in the rate of interest in the case of . secured and 
unsecured loans is from 9| per cent, to 18 per cent, generally. 

(tii) Indirectly such* help is found through co-operative societies 
which trv' to finance societies formed among the day-labourers, fisher- 
men, small traders, service-holdervS and middle class gentlemen, the 
cost of maintaining a Co-operative Department being l)orne by Govern- 
ment. The help of joint stock banks is very little in this respect as the 
late of interest charged on loans is higher than that of co-operative 
eocieties and the Government help to foster industries should be on a 
more liberal scale and at advantageous terms. 

(iv) Indebtedness is on the increase. 

Qll0Sti<m 7r-^{i) Generali V, no relations are found to exist between 
<»>-operative societies and joint stock banks and indigenous banks, but 
lor sometime past selected co-operative banks are getting financial 
accommodation by way of cash credit from the different branches of the 
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Tia|)erial Bank of India, bnt they do not give the aceouimodatit'u 
unless the repayment is guaranteed by the IVovincial Co-operative 
Bank. 

(fi) The diflficulty in raising short-ierm capital is that co-operative 
societies cannot secure sufficient short-term deposits to meet the demands 
for short-term seasonal loans. 

The want of better facilities for transmission of money presents also 
another difficulty in securing such short-term c^apital. In (ui-e of long- 
term capital not much difficulty is experienced. 

(in) At a rough estimate I think an extra capital of a crore and 
half is necessary for financing the co-oj)erative movement in my 
Division. 

(??*) IMiere is very little competition noticeable between the 
co-operati\\* V>anks and joint stot k banks and l>ranches of the Imperial 
Bank of India, for the rate of interest in co-o|)erative societies is 
generally uniform and that in joint stoidv banks varies according to tbeir 
convenience and solvency of parties in general. And as the branches 
of the Imperial Bank of India deal with big commercial people generally, 
there is veiy little competition with ( o-operative banks. 

(vi) Yes, all the concessions referred to are indispensable tor 
stimulating a liealthy growth of the movement. 

Question 7A. — (/) Yes, sindi concessions may be allowed to deposi- 
tors only against security of their deposits, but in case of individual 
members these concessions may be allowed on setuirity of landed 
properties. 

(7?) 1^0, any further relaxation is not desirable, but I could adv()(‘at<* 
inter-lending between one co-operative bank and another. 

(Hi) No. 

(iv) Not cordial in all (aises. Very little assitance is accoriled to 
co-operative soideties, T must say. 

(r) Banking Imsiness, such as reiuitiames of money from one place 
to another may jierhaps be taken uj) by central banks it they aie per- 
mitted to meet the demands of co-operative sale and supply societies and 
other industrial business concerns both on (‘o-operative and joint stock 
lilies out of their funds subject to approval of the Registrar. As 
central banks now exist at ea(*h subdi visional headijuarters and even 
at important centres they can give sufficient facilities to other big 
societies and business concerns in tbeir jurisdiction if they are permitted 
to take III) question of remittances from one jdace to another hy 
introducing hundi and demand draft system. 

Question 7B. — (i) Though the majority of the agricultural popula- 
tion are still in the clutches of mahajans, the sphere of co-operative 
activities being limited, it is an admitted fact that even now the 
establishment of co-operative societies has succeeded in lowering the 
prevailing rates of interest in the locality. 

(it) The number of professional money-lenders is gradually decreas- 
ing with the establishment of co-operative societies. In localities 
where the movement has spread sufficiently it has been noticed that 
money-lenders themselves deposit their money in large proportion with 
eo-operativt institutions. Instances are not rare of such money- 
lenders taking active parts in the management of co-operative concerns. 
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In the Chittagong town Babus lisl Mohan Chowdhurj^ and Nagandra 
Nath Koy Chowdhurj^, who are respectable local zemindars and who 
had private money -lending business of their own, have as a result of 
the spread of the co-operative movement curtailed their sphere of 
money-] ending^ business and rendered valuable services to the movement 
by their association and monetary help. 

(iii) (a) Existence of too many money-lenders, who are not controlled 
by any legislation to keep to a definite limit with regard to interest 
charged by them. 

{h) Absence of any legislation with regard to recovery of dues of 
any recalcitrant menil>ers by the Certificate procedure, 

(c) Insufficient education of the agriculturists in the principles of 
co-cperation 

{ir) Priority of co-operative loans over dues of otliei creditors. 

Part ll« — indigenous Banking. 

Questions 1 and 2« — The functions and methods of working of the 
indigenous bank or banker may be generally summed up as follows > — 

(/) Tliere is a class of petty money-lenders who simply grant loans 
to agriculturists and other needy persons at a high rate of interest and 
their income is derived from such money-lending busines;^. 

iii) There is another class of money-lenders who finance middle clasa 
traders, artisans, manufacturers, etc., l)y way of granting loans through 
hatchitas according to the normal credit of each party ami on security 
ac(*ording to circumstances of each individual case. In such cases of 
loans the borrowers have a fixed period foi* repayment, not exceeding 
a year, though they are allowed fresh loan if they can maintain their 
credit. 

(Hi) There are some private firms which accept liundis, drafts, 
che<[ue.s of different banking and business concerns by cliarging certain 
discount. All such firms have generally got their central office in 
Calcutta and blanches at important commercial centres. Like post 
offic'es they accept luoiiey on condition of its safe transmission to the 
places where they liave their branches and charge a very low rate of 
commission for the same. These firms, by collecting money in this 
way, finance the big dealers in agricultural produce and businessmen 
at some higher rate of interest for a short period only on condition of 
repayment at selling centres, e.g., a jute merchant, who has a 
purchasing agency at Ashuganj, generally bonows from the above class 
of bankers at such centres on condition of repayment at Calcutta where 
the bankers have a gadi and the jute merchant has also a selling agency. 

Questian 5« — (i) Already described. 

(ii) Fxinds are generally derived from the following sources. 

(a) Their own capital. 

(b) Outside deposits. 

(c) Borrowings. 

\d) Cash credit granted by hig banks, such as the Imperial Bankt 
etc. 

(m) The rate of interest varies from to 12 per cent, per atinum 
according to conditions of local money market. 
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; 4|liattiwi S> — (i) 15 per cent, to 75 per cent., varying as the 
dbtenmstances require. 

(«') By introdu<*ing better system of indigenous banking under 
suitable legislation and preferably c‘ 0 -t)perative organisation. 

(ni) Ye.s. 

Question 7. — (i) No. 

(ii) Yes. 

{iv) Not on sound lines. 

(r) (a) None of these firms are registered under any Act. 

(It) They are not subject to propej' audit under the law. 

(c) Their balance sheets are not published for information of the 
depositors and the general public. 

Question 8> — {») To safeguard the interests of the public and those 
having connection with them, these hankers siiould be allowe<l to work 
under certain legal lestrictions if the existing defects referred to above 
are to be remedied 

(ii) If they could he federated into a central association with powers 
to formulate rules for doing proper business on uniform lines their 
.system of wmrking might be improved and consolidated. 

(ir) Their attitude may he. hostile to the introduction of any such 
measures in the he'giiiniiig, hut in the course of time they will realise 
the utility of such measures when they will see their position ninoh 
improved thereby. 

Question 9i — 9 to 15 per cent, per annum. 

Question 10. — Not able to meet all demands for accommodation 
either on account of unacceptable nature of the security or insnthciency 
of working capital. 

Question 11. — (i) By forming a central federation as suggested 
before. 

(in) By giving prominent place to the local investing j)uhlic in the 
board of the local branches. 

(ir) By giving them sufficient facilities in carrying on their 
business under proper control as suggested before. 


Part ill. — Investment Habit and Attraction of Capital. 

Question 1. — (») Deposits and share capital generally. 

(m) Po.st Office Savings Bank account, savings hank account in 
some joint stork hanks, and co-operative institutions, provident deposit 
schemes introduced by some of them, home-safe deposit schemes and 
luusti system introduced in co-operative institutions. 

(iv) No. 

(v) Yes, if remittances of money for the specific purpose of deposits 
ere given exemption from money-order and insurance cummi.ssions, the 
investing public will certainly regard it as a great concession in the 
matter of facility foi' deposits. 

(vt) Ornaments generally. 
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, QuMtion 2> — (*) Postal Cash Certificates are popular only to the 
'educated section of the public. Ordinarj’ people can hardly understand 
their utility and the various procedures for their encashment. 

(ii) No. 

(in) No. If daily withdrawals were allowed, the volume of savings 
bank business will likely increase. 

(tr) Generally middle class people. 

(vi) Yes, their rates are to a certain extent bar to the raising of 
capital by bankers and banking institutions. 

Question 3.-— O) Due to illiteracy the small agriculturists will not 
favour the idea of taking up any form of Government securities. 

(lii) The agriculturists have veiy little surplus money in their hands 
after repayment of their debts. So the little they have is kept with 
them and expejided whenever necessary. 

The middle class educated section generally’ deposit their surplus 
money in Post Office Savings Bank, Co-operative societies or joint (Stock 
banks. The money-lending section generally extend their sphere of loan 
business with such money’. 

The purposes tor w’hich money is expended are: — 

(i) Ceremonial rite.s. 

(ii) Itedemption ot debts. 

(iii) Purchase of lands and cattle, etc. 

(it') Such Ctases are rare. By’ improving houses, erecting mosques 
and digging tanks, etc. 

QuoStiOfI 4« — (t) Cheque hahit is rarely' to he' found except in people 
carrying on big business. 

(ii) The use of cbeque system is gradually’ gaining in popularity'. 

(Hi) Business people and educated and wealtby sections are generally 
fo\xnd to use cheques. 

Promotion of cheque habits where there are sufficient facilities for 
their encashment is desirable. Payment of Government servants 
drawing pay not less than Es. 500 per month may be made by cheques. 

(tv) Vernacular scripts should be introduced for the facility of 
banking business. 

Question 5^(i) Yes. 

(ii) Ignorance, illiteracy and financial stringency’. 

(Hi) Sufficient propaganda may serve the purimse. 

(ir) Considerable bankin'g facilities have been afforded by the 
opening of branches at different centres. These facilities may be 
increased if the Iinperial Bank of India grants cash credits to various 
cooperative societies with a view to financing agriculture, industries 
and trade on small scale. A beginning has already been made ixi this 
direction and it is hoped that if the Imperial Bank of India opens moTO 
biaiicbes and grants such privilege to co-operative societies of different 
ty’pes, the present banking facilities will greatly increase. 
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8ft? v; 

tChan Bfthachir Mauivi Kamaruddin Ahmad, Assistant llegistrar of 
CoKHwrative Societies, Dacca Division. 

Part I.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1 . (i) (a) From mahajans, co-operative societies and joint- 

stock companies. 

{b) The same. 

(c) The same. 

(ii) From per cent, to 6| per cent, per inontli. Generally one 
year’s term. Personal and land security. Pledging of ornaments. 
About i will be unsecured. 

■ (in) Government gives agricultural loans and land improvement 
k>ans but the amount of such loans is very small. Nothing is done by 
the Imperial Bank. Joint-stock banks are financing agriculturists but 
at extortionate rates. Co-operative banks play the most important, 
part. Indigenous bank.s, etc., also finance them. Nothing is done by 
the companies dealing in fertilisers. 

(iv) The average is Its. 100 per head. For the province 60 crores. 

(vi) There is no co-ordination. 

Question 2. (i) They sell their produce to the beparis. They are- 

quite unable to hold up the crop for better price. This is on account of 
extreme poverty. 

(ii) This should be done as early as possible through co-operative- 
societies, but it will require stringent legislation. 

(Hi) There are some jute sale societies. They are federated to the- 
central wholesale society at Calcutta. They are financed at present by 
the Provincial Co-operative Bank. They do not experience any diffi- 
culty in obtaining funds. 

(iv) At present there is no facility. The sale societies may be started 
and credit may be given to the prodma'i-s for holding up their pro- 
ducts after stocking- the same in a central godown. 

(vi) (a) It is a fact that the growers do not get their full value for 
the produce, specially jute, on account of the trade being in the hands 
of a few men who have got as.sociatious whence they (sau dictate prices. 
The buyers have association ; but the sellers who are stmttered all over 
the provinces have no association or combination. It, therefore, follows 
that the producers must have one sf) that tliey may get a fair price and 
a living wage; otherwise the agricultural industry cannot go on and the 
country’s resources will be ultimately drained up. 

(vii) I do not think there is any other cause. 

(wii) By hundis alone. 

(it) It is not available everywhere and for every place. The co- 
operafive societies, of which there are organisations everywhere, may 
remove this difficulty and open up facilities for internal remittances. 

Question 3 . (i) Jute land, Rs. 2,000 per acre. Paddy land. 
Re. 600 per acre. 

(U) Rise in the price of the produce and security of tenancy in thn 
land. 



(c) The value of land increases when it is sold by private neggitijft* 
tions. 

QuMtion 4. (it) The credit has decreased inasmuch as number of 
transfer has decreased. 

(iv) There is none except a few that are just being started. 

(v) They are borrowing from the central banks, but not on the true 
principle of banking. 

(viit) (c) Debenture bonds. 

(/jr) For both. 

(.t) The margin of profit should be sufficiently large to ensure against 
loss. 

(.«) That depends upon a detailed survey as to the rate of interest 
prevailing in each area. 

QutStiOfl 5> This can be estimated by a reference to the Property 
and Debt Registers kept in each society. 

(vi) It is increasing, . 

(vii) Nothing. 

(viii) The local officers should be more humane and sympathetic. 

(»>) There are no Kabuli money-lenders this side. 

(.r/) No use is made of TJsurious Loans Act except by a few .Tudges 
who have no money-lending business of their own. 

(a^ii) No. 

(.r/r) Short-term loans for co-operative societies. 

(.rv) No paddy loan is prevalent in this locality. 

(ti'U) Everywhere this is taking place and the raiyats are either 
becoming tenants-at-will or are migrating. 

(.riii) It is taking away the incentive to produce more, as can be easily 
seen from the look of the standing crop of such lands. 

Question 6. (<) Most of the agriculturists do not mill their paddy, 

but where sugarcane is grown they take to gur-making. 

(//) By forming gur-making societies with crushing machines, etc. 
(Hi) By husking paddj’ in the paddy areas and by introducing jute 
spinning and weaving industries in jute areas. 

(iv) By inducing the central bank to finance such societies in the 
areas within their respective jurisdictions. 

(r’) As above. 

Question 7. (iv) There is not much competition. 

(vi) There is every necessity of granting financial concessions, etc., 
as contemplated. 

Quostion 7A. The depositors only on the security of their^^^posit 
money. 

,(ii) It is not desirable. 

(in) No. 

(iv) There is no relation between them. 

IHMStion TB. (i) The rate of interest has gone down. 
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^ The professional money-lenders are getting emaller scopes for 
the^avestment of their money, i.e., Raipnra where there has been an 
outl^raak of rioting and in the Sundarbans. 

(Hi) There is absolutely no factor against its expansion except that 
the Provincial Bank canhot iivse its surplus fund dujing the slack season. 
It is therefore necessary that along with the expansion of rural societies 
and the establishment of central banks in each thana there should be 
outlets for the surplus money of the Provincial Bank when it is not 
required by the agriculturists. 


Part ill. — invniimnt Habit and Attraction of Capital. 

Question 1. (i) Practically nil. 

(Hi) Post Office Savings Banks. 

(iv) Yes, but very few know and use it. 

(r) It can be improved by the agencicvS of tlie riinil societies where 
they exist. With such co-operative societies it is impossible to encourage 
the habit of thrift. 

(ri) Nothing except the making of silver and gold ornaments. 

Question 2. It is to some extent popular in urban and educated 
areas.> It is not possible to increase its popularity in rural areas. 

(///) The Savings Banks do. 

(ir) Wage earners generally and people holding services. 

(v) No. 

Question 3. (iv) The farmers do lend to the fellow agriculturists 
but at usurious rates of interest. They keej) the money buried under 
ground, I cannot give any definite information. 

Question 4. Tliere is not much cheque habit. If there be any it 
is negligible. 

(n) It has produced no effect practically. 

(in) Business people. It is very difficult to make it popular with all 
but with the growth of banks affording facilities for encashments of 
cheques it is likely to be popular. It is at present only the Imperial 
Banks that cash cheques but it is done at exorbitant and prohibitive 
rate of discount, being the monopolists of the business. 

Question S. </) Yes. 

(it) It is for want of knowledge of the people and want of banks 
spreading such knowledge. 


87. 

Mr. Digiiiilranath Banerjoei Director, Jaipafguri Contra! Co-operative 
T Bank, LtiL, and Honorary Magiatrato, Jaipaiguri. 

Part I.— Agrioultural Credit and Credit Facilities for Small Industries. 

Question 1. («) The agriculturists in this district generally obtain 

financial help from the local jotedars or from local money-lenders and 
from rural co-operative .societie.s for purposes mentioned in (a), (b), 

32 
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and (c). In Korrd%ing tlie loikl jotedars and money4eu<fer$ 
have to the alhoual th^ the security of the lands they 

h^ld, the houses tliey live in, the future crops, and at times even their 
niilcli cows, she-buffaloes and bullocks and buffaloes they use for plough- 
ing or carting. 

There is another form of loan of food and seed grains which a land- 
lord grants to his adhiars. These are called “ Bhuta and Beechan/’ 
resj>ectively, the identical quantity of which is deducted from thi 
adhiar's share (moiety share) at the harvesting time. In such cases the 
quantity advanced does not carry with it the liability to pay interest. 

(u) The rates of interest vary generally from 10 per cent, to 24 per 
cent, in the town areas and 10 per cent, to riO per cent, in the raral 
areas. ()(?casionally smdi cases are also found where the rate charged 
is as, high as 50 per cent. 

Short-term loans and small loans beai- interest at rather high rates. 
If the creditor has got to undertake risk in addition the rate becomes 
almost prohibitive, (i.e., it goes above d6 per cent.). If the Imrrower 
offers sufficient security, the auiount required is not very small, and 
the period of loan is not less than one year, the rate is invariably Very 
moderate (between 10 per cent, and 15 per cent.). 

The i!onditions, subject to which the loans are granted, are very 
often found to be very stringent, e.g., in case of failure to repay the loan 
within the stipulated period the creditor will l>e free to prot eed against 
the security offered, and in fact the creditor sometimes puts up to auction 
sale (in execution of decrees passed by courts) the holdings of the agri- 
culturists- 

The few co-operative societies that work in the rural areas advance 
money at the following rates: — 

For short terms, 12h per cent. 

For long terms, lof; to per cent. 

These are advanced mostly on personal security and in the cases of 
bigger loans both personal and property vsecurities are taken. 

* (iii) Government does not finance. 

Imperial Bank does not finance any agricultural entejprise except 
advancing money to the tea gardens started and managed by the 
Europeans. 

Joint stock banks advance money against bank dei)osit8> Govern- 
ment promissory notes, shares in joint stock companies, pawn of orna- 
ments and against lands where the tenant has saleable interest in it. 

Indigenous banks, bankervS, professional money-lenders and similar 
|jartie.s (wholesale purchasers of jute, rice, tobacco, etc.) advance money 
in the same way as the joint stock banks do and also against crop, but 
they impose more stringent terms which become even more stringent 
if they are required to undertake more than ordinary risk. 

The co-operative banks are not yet in a position to make heavy 
advances as they have not yet passed their infant stage. The central 
bank advanced in 1927-28 only Rs. 36,000 to the different societies 
affiliated to it. The local co-operative banks cannot undertake financihg 
on extensive scale for some years to come, 

(r) The agriculturists are as a rule very backward^in point of educa*^ 
tiph ^ Had they but a little more education and the main principles of the 
cOi-operative movement were made clear to them then the co-operative 
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soe||1de% could have got a largeir uvuiber of m^mb^ iu> their rolls and 
the number of societies would naturally* W^h larger 

membership and a bigger last of societies and membei^ more cognisaut 
with the principles the system would have worked marvels^ 

QliestiOfI 2« (0 The agriculturists sell their crops to actual whole- 

sale dealers or to middlemen or hand over the grains or part of tlie 
produce to the money-lender towards payment of debts. As they are in 
i^rpetual need of money they cannot stand a bad market (low prices due 
to over production^. If tliey could afford to liold up their crop for a 
reasonable time, thej' would have succeeded in realising a fair price 
for their produce. Their inability in this respect gives good oppor- 
tunity to the middlemen or to the wholesale dealers to earn huge pro- 
fits, a |>art at least of which would otlierwise have gone to the actual 
producers. 

{li) Such pools, if tliey could be formed and managed properly, 
would be very lielpful. There are, however, too many dangers and 
every safeguard sliould be taken in making it a success from the very 
beginning. 

Co-operative societies with Dharma-gola sectioiivS should bo 
opened and food stuff and otlier agricultural produce raised by mem- 
bers should be stocked there till fair pri(^evS are obtainahle. Tlie pro- 
ducers will he allowed to draw up to 40 per cent, of the fair 
and probable market value of their crop on the cash credit or similar 
bases (in one or more instalments). These co-operative societies 
should have a central sale society to regulate t’heir activities. The 
central sale society should find tlie neeesvsary finance by issue of deben- 
ture (if lUM’essary ) which sliould bear State guarantee. The central 
sale so(‘iety should not be <*alle<l upon to make any deposits in l\reasur> 
ill. Ii(*u of the del)€'iitiues (juiing the first three years from the date of 
issxVe. The ref|uisite deposit will he made in three to four years^ time 
subsequent to tl»e third year. 

(///) No. 

(/r) There is actually no bank backing for agriculture. 

(r/) (a) Jute, rice, tobacco, gur ” are the only exports (barring 
tea) of the district. The banks take little or no interest in fiiiancing 
this export business. The indigenous bankers take a little interest in 
these matters. The Marwaris are the usual financiers and their (‘barge 
is very high. The Oujratis have begun to operates at Domar and sur- 
rounding places ill the llaugpur district, but their business is mainly 
restricted to “ ginger only. 

The export business is managed under great difficulty. The pro- 
ducers are greatly handicapped, the financiers imposing such terms as 
practically reserve almost the whole profit to the latter. 

(b) Vide 2 (/) above. 

(mi) Many of the wholesale purchasers are landowners also and 
their tenants are the actual producers. These landowner-purchaserfl 
exert great influence and often purchase the produce at very low rates. 
The money-lender who advances money against future crop or pays 
Badan also secures the crops very cheap. The large buyers or other 
middlemen generally purchase the commodities without any reference 
to the prices prevailing in the market at the time, and they generally 
play the Bear ” in purchasing and become the reverse (/' Bull 
while selling in the larger markets. Thus they generally earn a double 
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margin (if profifs (i.e., once in purchasing and next in selling). The 
actual producers are easily nonplussed by these men who dictate the 
standai-d and vary it as they like, as poor cultivators have not got the 
strength to withhold their produce for any length of time however short. 
Thus bales of jute of the same standard vary in price from Rs. to 
Ils. 10 or Rs. 12 within the same twelve months for reasons abovestated. 

Standardisation of quality of crop and bank backing (preferably 
fi'om co-operative banks) are extremely desirable for minimising the 
utterly helpless condition of the producers. 

Quastion 3. (t) The value of land in this district varies greatly from 
locality to locality and also on the basis of classification of soil. In the 
permanently settled areas the prices are as given below: — 

Winter paddy lands, up to Rs. 600 per acre. 

Bhadoi paddy lands, up to Rs. 100 per acre. 

Lands fit for jute growing, up to Rs. 100 per acre. 

Lands fit for tobacco growing, up to Rs. 150 per acre. 

Lands fit for rabi crops or cereals, up to Rs.^200 per acre. 

In the temporarily-settled areas (Government Ehas Mahal of Dooars) 
the prices for the identical cla.ss of soil which are lield by the cultivating 
class is much lower, e.g., first class winter paddy land will fetch in 
Boom market at most Rs. 000 to Rs. 050 i>er acre, the usual rate for 
such lands is Rs. 250 per acre. The rest of the Khas Mahal lands are 
either grazing Reserves or are utilised by tea planters and Forest Depart- 
ment. Of the lands settled with cultivators those wliich are fit for 
tea are sold at rates varying from Rs. 50 to Rs. 250 per acre according 
to their nature. The lower rates in the Ehas Mahal are due to the 
fact that there are many very stringent rules in the lea.ses of the lands 
which restrict sale or even mortgage to a very limited class (viz., actual 
cultivators only), and the purcha.sers must be persons living within a 
radius of 5 miles taking the jote as centre. 

(fi) In tea areas there may be many buyers, but the tea gardens 
whose resources are bigger than those of other possible buyers always 
«pay at higher rates than others. These tea gardens even do not ordi- 
narily' purchase lands fit for paddy or any other crops. They purchase 
these lands only when paddy lands contiguous to their tea grants are 
available and they are compelled to purchase the.se lands for attract- 
ing labourers for their tea gardens. The value of lauds in the neigh- 
bourhood of tea gardens is higher than in other places where there 
are no tea gardens. The resources of these parties even are at times 
exploited by cunning cultivators who thus obtain rather high prices 
for their lands from tea gardens. 

(a) Lands are auctioned free from encumbrances at ^ the revenue 
sales (Rent Act sales). But as there are so many restrictions to the 
recognition of tenants only cultivators or the people of the locality alone 
egn bid. The notice of such sales are not published in the local papers. 
The low publicity of the sales and difficulty in obtaining recognition as 
tenant from Ehas Mahal Department naturally limit the number of 
intending purchasers. 

(b) In permanently-settled areas the court sales under Bengal Ten- 
ancy Act fetch fair prices as in these cases encumbrances, if any, can be 
annulled under provisions of law. In the other cases the prices are often 
low ns there always remains the chance of future litigation. 
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In particular eases where the number of bidders is large the prio« 
fetched is found to be very fair. 

(c) See 3 (i) and («) above. In these cases the necessity of the 
seller and purchaser, the number of intending purchasers and nature 
and class of soil and solvency of the purchaser are the determining 
factors. Possibilities of future litigation and sale of part of holding 
are factors which generally lead to a comparatively low prices. 

QlMtttion 4. (/) The larger part of the district is (Jovernment Khas 

Mahal. There are many legal impediments to the transfer or mort» 
gage of lands in this area. The joint stock or other banks cannot 
advance money to the cultivators of these areas, for in case of non. 
realisation they cannot realise their dues by putting the land.s to auction 
sale and taking possession of the lands in execution of court decrees, 
as the existing Lease Rules ( Bengal Tenancy Act is not applicable) does 
not permit recognition of such parties as tenants. Tliis has naturally 
made the hanks unwilling to give advances to the.se cultivators. 

(//) If any agriculturist wants to raise money by the sale of his lands 
the number of intending purchasers will be very few. The right of 
pre-emption vested in the landlord stands in the way. Very few people 
like to take the trouble of going through all the formalities of pui-- 
chasing and still standing tlie risk of being divested of the land at the 
sweet will of the laudlortl. Formerly, the tenants t^ould pay the land- 
lord’s fee for recognising the purchaser as tenant two or three years 
after the actual purchase, but \inder the present Act the purcliaser has 
got to deposit 20 per cent, of the consideration money as landlord’s fee 
at the time of registration of the deed of conveyance. This means an 
additional trouble to the intending purchaser and makes new ptircha8e.s 
less attractive and has indirectly lowered the price of agricultural 
holdings. 

(Hi) Tlie sniallne.ss and fragmentation of holdings do not attract big 
investors. 

(iv) There are no land mortgage hanks in this district. 

(riii) Co-operative land mortgage banks are desirable. All the three 
methods (a), (b), (c) ought to be taken recourse to, but greater stress 
ought to be put on “debenture bonds.” 

(ix) Debenture Bonds should carry Government guarantee for both 
principal and interest. 

(x) Close supervision by inspectors once in every three months shoulil 
be arranged in order to guard again.st inisapiilicalion of funds or un- 
necessarily deferred realisation thereof. 

Question &■ (iv) Debts are incurred in most places for reasons stated 
in items (a) to (/) of the questionnaire and in particular cases due to 
(g) and (i) but it is very seldom due to (h). 

(v) In most cases the creditors are the indigenous bankers and pro- 
fessional money-lenders; occasionally, the nearest co-operative society. 

(ix) Kabulees are frequently met with. They are both sellers of 
articles on credit (if cash sale is not possible) anil money-lenders. The 
rate of interest they charge on credit sales or on moneys lent is almost 
always very high. * They seldom go to court. Their big lathis giant- 
like appearance, and threatening voice and attitude ensure realisation 
in most cases. Where these do not succeed or where due to continual 
oppression the villagers combine they take recourse to civil court. There 
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is a soiri of regular Kabuli “zulum” going t>n in these parts of the 
province. The interest they charge usually ranges from Rs. 3-2 per cent, 
per month (i.e., 37^ per cent, per annum) to Ks. G4 per cent, per month 
(i.e., 75 per cent, per annum). It should however be noted that in 
each case they generally lend small amounts which do not exceed 
Hs. 100. They have terrorised people indeed too long and the names 
of some of them (e.g., Late Sahebul Haque) are feared by villagers of 
Jalpaiguri and portions of Rangpur, Dinajpur and Purneab districts. 

{xiv) Loans of seed and food grains should be distributed amongst 
the agriculturists by co-operative banks (through their “Dharma-gola” 
aections) and in the matter of stocking seed and food grains the societies 
should have the help and sympathy of the Agriculture Department of 
the Government. 

They may be allowed to take their requirements ( food grain and seed) 
from “ Dharma-gola ” sections on payment of interest ranging from 
12 per cent, to 18 per cent, per annum or at the ordinary rates of interest 
charged on cash loans. The quantity lent must be iVpaid in cash or 
in kind with interest within 12 months from the date of the loan. 

(xv) The rate of interest cliarged varies from 50 per cent, to 100‘per 
cent, in kind. 

(xiu) For rate.s vide (xv) above. These rates are for one season 
only and if a loan remains unpaid at the end of tlie sea.son the interest 
becomes caj)italised till realisation. Ordinary unregistered bonds are 
the usual instruments for these transactions. The amounts are very 
often realised amicabl 3 - hut still case.s in coiirts over these transactions 
are not few in number. 

(xvii) Yes. 

(xi'iii) Yes. 

Question 6. (i) Formerly several grazing coups were tlirown open 

for grazing purposes every year in Government re.serve fore.sts in the 
localities where dairy farming was carried on, but in recent years graz- 
ing coups liave been stopped. This has practically stopped dairy farm- 
'ing in this district. The only instances of dairy farming (very few in 
number) are to be found in the Baikuntliapur Forest Reserve (belong- 
ing to the Raikut of Baikuntliapur). 

“ Gur-making ” is still prevalent in certain places of the Chaklajat 
Estates (particularly in Boda area) of Mis Highness the Maharaja of 
Cooch Behar. 

(ii) '* Dairy Farming ” can be revived on decent scale if the system 
of “ Grazing (h)iips ” in the Government Forest Reserve is revived. 
This certainly will not cause any serious loss to the Government, but 
will mean a lot of good to the people — people who will get a living 
thereby or will earn a profit in the business, and people who will have 
larger supplies of milk, butter and ghee. 

((«■) Basket-making for tea factories and ordinary market require- 
ments; oil pressing, which will give larger supply of oil and oil cakes 
(the latter will be used as manure for tea gardens and other cultivation 
and also as food for cattle); and weaving, which will supply the poor 
people with hoine-raade clothes and napkins. These, -if properly 
inanaged, will increase the earning of the poor and make their neces- 
sities more easily available. All these enterprises may best be managed 
ea the co-operative principle. 



,*V§ilk weavinfjT or Eodi-making ’’ ia parts of Jalpaiguri {doii«^ 
mailal^ By tha Garo and Mech tribes) and in the Darjeeling (done by 
the "hillmen) was a prosperous business. With the reclamation of the 
forest areas for agricultural and other purposes the Garos and Meches 
have l^ft the district and with their departure the industry has practi- 
cally disappeared in spite of the fact that the stuff use<i to be both 
cheap and dumble. This district is a fit place for the industry and if 
it can be revived it will add to the existing avenues of earning and 
help the poor agricultural classes, who can pursue it whenever they have 
time to spare, to reduce their indebtedness. 

Cutlery — A very good market can be created for this business. Tlie 
tea gardens will be able to help this industry. 

Pottery — It is almost unknown. If it is taken up it will floiirisli 
and those who take io it will be able to make good profit by selling 
their artiides cheaper than their competitors who will go on importing 
as at present. 

Brass and bell-metal — Pachagor area was once the centre and did 
a large volume of business. Its revival will do a lot of good. 

Market gardening — The local produce is too inadequate for the 
requirements of the town even, which leads to prolribitive ])rices. This 
work can be taken up and good result.s may be attained very easily. 

Question 6A. (/) These are managed by the share capitals raised 

and, if possible, by the moitgage of all their assets — factory, plant and 
macliinery. If these require more nu)ney than can be raised thus, and 
they do not get it, they have to close down. It is for these reasons that 
the Silpa Samiti (a cotton mill), Aurora Match Factory and the Jalpai- 
gnri Industries, Ltd., (anoiher match factory) had to dose tlieir 
biisiness. 

Question 6B. (/) Day lahourers, fishermen and small traders 

generally have no facility for obtaining loans, but for small sums tliey 
get short term credit from the people under whom they work. If they 
want to borrow rather big sums or if the loan is expected to remain 
unpaid for more than a year they are very often required to ofYer their 
homestead even as security. 

Middle-class gentlemen generally have some credit with the money- 
lenders and joint-stock hanks luit it the loans remain outstanding beyond 
one 5 "ear they also are required to furnish security. The service holders 
have got tlieir co-operative bank from whidi they can borrow money 
in case of need. 

(//) Earning of cultivators as also of the middle-cdass gentry is 
scarcely sufficient for meeting all their daily needs. The additional 
expenses on social ceremonies (e.g., iSradh of a deceased member in the 
family, sister’s or daughter’s marriage), medictal attendance, education 
expenses, litigation over property, etc., generally cause debts. 

The rate of interest in the jaint stock hanks varies between 12 per 
cent, to 18 per cent, per annum on unsecured loans and 9 per cent, to 12 
per cent, per annum on secured loans and the rates of interest charged 
by the co-operative banks ranges between 12^ per cent, to 18| per cent, 
per annum. These loans are granted on personal security, but in the 
cases of bigger loans mortgage is insisted upon in addition to personal 
security. The indigenous bankers charge at rates which are most con- 
^eBient to themselves. They generally charge from 15 per cent, to 86 
per cent, per annum on unsecured loans and up to 24 per cent, per 
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annum on secured loans. They raise the* rates abruptly with the 
greater tightness of the money market but do not lower the rates so 
easily when the market gets easier.. 

(lit) Government is not helping in the least. The co-operative hanks 
are helping its members but inadequacy of funds and want of effective 
propaganda work has handicapped the movement greatly and the people 
are not getting any appreciable help from these banks. 

Joint stock hanks are rendering the greatest aid in the matter by 
offering loan at comparatively low rates, but they cannot cope with the 
demand of the people, their funds being inadequate for the purpose. 

The indifjenous hanks are also doing some service. They have be- 
come a sort of necessary evil to the society in as much as they supply 
the requisite money (though at usurious rates) which in the present 
state of the country would not otherwise have been available. 

The remedies (so far as this district is concerned) lies in the success 
of the co-operative movement and in relaxation of the stringent lease 
rules so that men may offer lands they own as security for the amount 
they want to borrow. A regular network of co-operative societies 
throughout the district with officers to (‘arrj’^ on regulai' propaganda work 
to enlighten the rural people as to the principles of the movement must 
be arranged if success is wanted. 

(ir) The general indebtedness of the classes aitpears to be on the 
increase. 


Part I A., — Loan Offtees and Joint Stock Banks in the Mufassal. 

Question 1> {a) {{) Imperial Bank of India. 

(/i) Arya Bank, Ltd. 

(///) Bengal Dooars Bank, Ltd. 

{ir) Jalpaiguri Town Bank, Ltd. 

(r) Jotedar’s Banking aiul Trading Corporation, Ltd. 

< (rt) Jalpaiguri Banking and Trading Corporation, Ltd. 

{vii) Jalpaiguri Lakslimi Bank, Ltd. 

{viii) Ilaikut Industrial Bank, Ltd. 

(j>) Union Loan Office, Ltd. 

Question 2> {a) Highest paid up capital is Ks. 3,04,184 in the case 

of the Raikut Industrial Bank, Limited, Jalpaiguri. 

(ft) Highest reserve fund is Rs. 7,3(5, 966-4-7 in the case of the Jalpai- 
guri thinking and Trading Corporation, Ltd. 

(r) Such deposits are not allowed in any bank except the Imperial 
Bank. 

Question 3* (t) and {ii) Rates of interest prevalent in the local 

joint stock banks are as stated below ; — 

(a) Savings bank deposits, per cent, to per cent, per annum. 
(I») Current account, 21 per cent, to 3 per cent, per annum. 

(c) Half-yearly deposits, 4^ per cent, to 5 per cent, per annum. 

(4) Annual deposits, 6 per cent, to 7 per cent, per annum. 

(c) One-and-half year’s deposits, 7 per cent, per annum. 
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ifj^ Two years deposits, 7 per cent, to 8 per cent, per annum. 

iff) Over two years deposits, 8 per cent, per annum. 

(h) Special deposits, 6 to 9 per cent, per annum. 

QimtiOfl 4* (r) Money is advanced to industrial concerns at 8 per 

cent, to 9 per cent, per annum by joint stock banks. 

QuasttOfl Im (i) The Jalpaiguri Banking and Trading Corporation,, 
Liaiited, has got a big trading department which deals in piece-goods, 
stHtionery, hardware, tea garden stores and machineries, etc. 

Question 9. (u) TTnifonuity in the system of accounting and 

balance sheets in all banks is not necessary. All that is necessary ia 
tJ*at the accounts should be kept properly and correctly and the balance 
sheets should be drawn up accurately. Closer supervision by the offico 
01 the Registrar of Joint Stock Companies in the case of the joint 
stock banks and from the office of the Registrar or Deputy Registrar 
of t he co-operative societies in the -case of the co-operative banks is 
necessary. Each bank should be allowed to continue to keep its accounts % 
and prepare its balance sheet in the way it does in order to maintain 
continuity (which will thus be ea.sily maintained) so long as the method 
ot keeping these does not infringe with any provivsion of law and the 
papers concerned are prepared accurately. 

Question 10. The lianks may be federated into central banks. There 
should be as many central banks as possible. There should be one or 
two for each division (e.g., there may be one for Darjeeling, Jalpai- 
guri, Rangpur aiid Dinajpiir and another for Makla, Rajshahi, Bogra 
and Pabna). 

The Imperial Bank or such other liaiiks (clearing houses) should 
not be allowed to join. The object of such federation sliould be utilis- 
ing the surplus deposits in the banks of one distrii*! in tlie neighl)Our- 
ing district. If tlie Imperial Bank or such bigger banks witli branches, 
are allowed to join they will divert the money easily from one district 
to some other remote district. If this is permitted tlien there will 
alw^ays remain the danger of inadequate finance to the local industries, 
the removal of which ought to be the objec t of the local federations 
proposed. 

88 . 

Mr. Jagadish Prasad Basu, Secretary, Hcoghiy Central Co-operative 
Bank, Chinsurah (Hocghly). 

Part I.— Agricultural Credit and Credit Facilities for Small industries. 

Question 1. (?) The agriculturist in our district ol)tains finance 

under heads («), (&) and (c) cduefly from mahajans and professional 
moneylenders. Only in those areas where co-operative societka have 
been established they are financed by those institutions. 

(t’O Varying rates of interest, 12 per c'ent* per annum to 37A per 
cent, are charged on advances given by these moneylenders. Very 
often compound interest, at 12 per cent, per annum with >jearly or half- 
yearly rests, is charged. The security generally offered is landed pro- 
perty. Standing crops are sometimes hypothecated, generally in cases 
of advances on jute. 
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The usual rates of mterest, charged Ijy co-operative societi^, vary 
Icom 12 per cent, per annum to 18 per cent, per annum simple interest. 
Ijoans are advanced on simple money-bonds in which one or two co- 
members of the Society have to join as sureties and the instalments 
fixed for repayments generally synchronise with the harvesting of crops. 

It is difficult to give such an estimate with anything like precision, 
but the proportion of unsecured advances to secured ones would be 3 
to 1. 

(m) So far as my information goes, the Imperial Bank of India, the 
Joint Stock Banks and the Indigenous Banks do not grant advance in 
any shape to the agriculturists. The Government grants advances, 
which are known as iakavi loans, in times of distress. In rare cases 
advances are made under Agriculturists’ Loans Act. Besides the.se, the 
Government does not, as a rule, give any advances to cultivators. 

It i.s only the rural co-operative banks which play an important 
part in this direction. As a matter of fact, the avowed object of these 
institutions is to give relief to the, agriculturists. 

(iv) No. , 

(v) The number of co-operative societies, which is still far from 
adequate, should be increased so as to embrace the entire country. 
Their activities are confined to the grant of short term loans only, which 
does not go far enough. The scope must be widened and their acti- 
vities must l>e expanded in other directions. Arrangements for long 
term loans, by the establishment of land mortgage banks must also be 
made. 

(r/) There is practically no co-ordination and theie is ample si ope 
for improvement in that direction. 

pufiStion (i) The raiyat takes the crops to the market place and 

sells them’. In case of paddy, they frequently take them to the 

nearest rice-mill and sell them and in case of jute, the dealers some- 
times go to the villagers and purchase them. 

As a general rule, the raiyat is unable to hold up his crop for a 
l)etter price. Their want and extreme poverty are +he principal causes. 

(>{) The possibilities are indeed very great and the organisation of 
«ale and supply societies in large numbers is greatly to be desii*ed. 

(Hi) There is only one such society in our distrif t at present and two 
or three are in the process of formation. It is constituted on share 

basis and is of limited liability type. It is affiliated to the Central 

Bank, which grants loans required for cultivation. So far no difficulty 
has been experienced, but with the formation of more societies of this 
hype difficulties may arise, and to remove them a central sale and 
aupply society may have to be brought into existence. 

QuesGon 3. (i) Value of paddy land per acre is Es. 150 to Es. 300. 

Talue til potato land per acre is Es. 300 to Es. 600. 

(tV) The yield and the price of crops affect the Value of lands. 

4* Af present there are none. 

^t) The A^t has l)een in operation for too short a period to enable 
any opinion to be formed. 

<i»V) To a large extent. The 8mallnes.s of the holdings diminishes 
the intrinsic value thereof and also prejudicially affect the yield of cipjps. 



iiiv) None in our district ; it is reported that efforts are being made 
to start such banks in some parts of the proviiice. 

(r) For the foregoing reasons, practical experience of working of 
these banks is not available. 

(vi) and (vii) No particular suggestions to offer, 

(viti) From deposits and debenture bonds. 

(fr) For both principal and interest. 

(r) Careful supervision and audit. 

(.r/) Advances not exceeding one«half of the value of the land mort- 
gaged should be made and the valuation should l>e made verv care- 
fully. 

{.rii) No, not at present. 

Question 5> (i) Rs. 200 on an average per head would, in my 

opinion, be a rough estimate of the indebtedness of the agriculturists of 
our district. 

(ti) It may be safely assumed that 90 per cent, of the agriculturists 
of our country are in a chronic state of indebtedness. We can get an 
approximate idea of the number of agriculturists from the census 
figures. It may also be taken for granted that Tls. 200 represents the 
average debt of an agri(*\ilturist. From these data the total amount of 
indebtedness may be calculated. 

(Hi) It is difficult to lay down such an estimate but tlie proportion 
of (a) to (If) may be taken to l>e 1 to 4. 

(ir) It is diffi(*ult to make allocation to these different headings, but 
one more item may be added to this list. It is ‘‘medical expensc^s and 
loss due to illness.^' 

(r’) In this respect professional moneylenders come first, co-operative 
societies and other creditors come afterwards. 

(r?) In my opinion, it is increasing. 

(rii.) T/ittle use is made of these Acts in our part of the district ; 
oonseqiieiitly they do not meet the needs of tlie agriculturists. 

(ij') In large nuinbers. Their method of work is more or less uni- 
form everywhere and is too well-known to require recapitulation. 
Formerly, they used to advance money to people without any document 
:an(l realise their dues the following yeai* by sheer intimidation. Now 
they generally advance money on pro notes which they keep printed in 
bound books. They realise interest at exorbitant rates, but never per- 
mit the payments of interest or repayment of principal to be inserted 
on those instruments. 

(.ri) Not much. The limitations imposed in section of the 

Act tend to diminish the utility of the Act as a weapon of defence 
for the debtors. In my opinion, those limitations should be done away 
with and it should be enacted that whenever it appears to the Court 
That the rate of interest stipulated is excessive and higher than pre- 
vailing rate, relief is to be given. Prevailing rates for particular 
localities should be notified in the Gazette just as value of staple crops 
are announced in the Gazette under the provisions of the Bengal 
Tenancy Act. Besides, the law of Damdupat should be incorporated 
in the Act. 

(4?u) No. 
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{xiii) Yes, that is often done. 

(tiv) By the starting of dliarmagolas and seed stores on co-operative 
basis in every village. 

(jrt?) 25 per cent, per annum. 

(.rri) Interest is generally calculated month to month and some- 
times day to day. 

Yes. 

(xviii) Undoubtedly so. 

Question 6> (i) Different kinds of subsidiary industries, allied 

to agriculture, exist in different parts of the country, but they are- 
more or less in moribund condition. 

Different factors come into play and bring about this condition. 
They are — 

(a) lack of capital and initiative, 

(b) want of general education and of sound technical knowledge,. 

(c) unhealthiness of climate and consequent loss of man power. 

Id) indebtedness, 

(e) want of organisation for supply of raw-materials. 

(//') All methods aiming at remedying the above defects will have 
the desired effect. 

(iii) Yes. 

(iv) and (v) Co-operative industrial societies. 

Question 6A. (<) They are mostly formed on the basis of joint 

stock companies. 

(ii) The shares of such companies will be readily subscribed if these 
companies can secure State aid in some form or othef. 

. Question SB. (i) There are practically no such facilities. 

{it) They generally borrow either to finance their business or else 
to meet the expenses and liabilities incidental to domestic affairs,, 
such as house-building, marriage, or sradb expenses. 

(Hi) The Government have no share in helping them. They get 
loans from urban banks or joint stock banks where they exist. Ine 
urban banks cannot advance more than Rs. 1,(HK) to any one member. 
The limit should be raised. 

(iv) Yea. 

Question 7. (/) There is practically no co-ordination amongst the 

different types of banking institutions named in the question. During 
the i-ecent years, the Imperial Bank of India has agreed to grant casE 
credit to central banks on the security of the promotes executed in ita 
favour by constituent societies. 

(fi) The difficnlties are many. Their scope is limited and their 
work is circumacribed and hedged in by many restrietiona. Co-opera- 
tive societies practically do not grant long term loans. 

(m) It is difBcult to give an estimate, but for a full and proper- 
development of the movement in this district nearly a crore would be 
required. 
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I do not think there is any such competition. 

(v) Does not arise. 

(■»*) I think the grant of the concessions mentioned in the question 
are necessary for stimulation of the movement. 

Quastion 7A. (i) Not to individual members, but advances may be 

jriven to those who have fixed deposits in the Bank again.st their 
deposits. 

(u) Yes, to a limited extent. 

(m) Yes, to a limited extent. 

(tv) At present they do not help one another in any way. 

(v) Ordinary banking business maj’’ be undertaken by the central 
hanks without infringing the provisions of the Co-operative Societies 
Act. 

QlMStion 7B. (i) The effec-t has been to lower the rate of interest. 

(ii) Piufessional moneylenders are gradually being displaced in 
localities where co-operative societies have been working. 

(ui) Ignorance, poverty, disease, low outturn of crops due to 
various causes. 
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Mr. Probodh Chandra Sanyal. Honorary Secretary, Rajshahi 
Co-operative Town Bank, Ltd., Rajshahi. 

Part I. — Agricultural Credit and Credit Facilities for Small Industriest 

Question 1. — (i), (a), (h) anti (c) From the village money-lenders. 
Landlords, co-operative rural societies and in some cases from joint 
stock banks and Marwari lenders. 

{ii) The rates of interest charged by money-lenders in my district 
vary generally from per cent, per mensem to Re. 1-9 per cent, per 
mensem, by the joint stock banks from Bs. 3-2 per cent, pei- mensem to 
Be. 1 per cent, per mensem, and by co-operative societies from 12J per 
cent, to 10 per cent, per annum. The loans are to be repaid within 3 
years. Mortgages are generally taken by joint stock banks and money- 
lenders in most cases, and in such cases compound interest is charged if 
the interest is hot regularly paid within 1 year or f> months, as the con- 
tract may be. Village money-lenders also generally take usufructuary 
mortgage or take a deed of mortgage by conditional sale. In my esti- 
mate only about 25 per cent, of such debts are secured. 

(Hi) Government only advances loans during times of extreme dis- 
tress such as flood or famine. 

The joint stock banks finance agriculturists to a small extent, as 
there are no such banks in the interior. 

Co-operative banks' business in this respect is also small, as honest 
and more solvent cultivators or agricrrlturists do not like and rather 
fear to be members of swieties with unlimited liabilities. It is, for this 
reason, that the unlimited liability societies cannot give much benefit 
to the general body of agriculturists. 
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Co-operative credit hanks ivith limited liabilities^ if estabiialied in 
prosperous villages throughout the district and the province, cin Teally 
give much relief to the agriculturists. > 

So, it is the professional money-lenders, merchants and de^%s who 
derive the largest benefit by lending money at exorbitant rates ofjtiterest. 
Some landlords also advance money to the tenants- at Rs. 3-2 t<J 5 :,Re. 1-8 
per cent, per month. > 

There are some indigenous bankers in the district. They aldp charge 
interest at the above rate with annual rests. Some of them leu4 J 
with a view to acquire the land of the cultivators. 

(iv) Assuming there are 1,000 villages in a district, at least 50 lakhs 
will be required to start with for the various purposes mentioned. 

(r) The defects are stated above and they are mainly due to the 
exorbitant rates of interest charged and to the non-existence of 
co-operative banks with limited liabilities in the villages. This may 
be remedied by starting co-operative banks of the urban type, allowing 
well-conducted town banks to lend money to agriculturists outside the. 
present limits of their operation at not more than 12 per cent, per 
annum, simple interest, and also by reducing the general rate of 
interests by legislation. 

{vi) In my opinion there is no such co-ordination among the varloir* 
agencies. Certainly there is scope for improvement in that (lirecliim 


Question 2. — (i) The raiyat generally sells liis crops in the adjacent 
hats. Big jotedars sometiines come to the town to obtain better pi ice. 

Generally, the raiyat is unable to hold up his crop for a better price. 
The reason is his poverty and the rush of demands made by the creditors 
and iaiullords for their dues and rent and also liis dire necessity to pro- 
vide himself with the bare necessaries of life. 


(ri) There are great possibilities for co-operative efforts in market- 
ing produce, if this can be managed by efficient and lioiiest jieople. 

(///) Yes, As far as I know, there are only jute sale and supply 
societies in my district. There is one Ganju Cultivators’ Co-operative* 
Society at Naogaon. But that is a special thing. 

They are linked to a central organisation. 

At present they are financed by the Bengal Provincial Co-operative 
Bank, Ltd. 

I don’t think they experience any difficulty in obtaining sufficient 
funds. 


{iv) Facilities required for financing the marketing of produce is to* 
establish store-houses and to allow tlie agriculturists to have advances 
to a certain jiercentage of the value of the produce stored there from 
co-operative banks. 

, (r) Yes. 

(vi) (a) In our district, so far as I know, the banks do not play any 
parC except in the case of jute. 

The merchants and dealers purchase the produce in local hats, 
mokams, etc., and often they advance money to the producers by settlings 
beforehand the price per maund, which is far below the market yalue. 
Generally SO to 45 days’ credit is given to big merchants and these m 
ibair turn lend to siuall dealers to be repaid within the year, with interest 



at 13 pei: cent, per annum. If not cleared within the month of Chaitra^ 
the of the principal and int^res^t due k added tojjether and 

interest runs on the whol^ amount at the above rate. The dealers also 
borrow ifrom Marwari money-lenders at 12 per cent, per annum com- 
poimd Interest. The dealers and shop-keepers also have to sell on credit 
and thef often become defaulters and get involved in debts. This diifi* 
culty to a great extent l)e removed it co-operative town banks 

lend money to the dealers and shop-keepers at 9§ per cent, per anniiiu 
on cash credit system. We liave introduced this system in our Hank and 
the syst^^m is gaining in popularity. 

(b) The merchants at the port^ send goods on requisition to the local 
merchants of the town or to their own agents, if any, and these Icx'ul 
merchants in their turn make out the goods to the dealers or the 
beparies or shop-keepers, who deal with the actual consumers. 

Yes, to a certain extent. This is especially so in rase of jute. 

[My views to ensure a better return to the growers of produce are 
given in reply 1o question 2 (// and /r).] 

(vH) Yes, to a certain extent it may be so. If ample banking faci- 
lities be provided, the evil of monopoly can to a great extent be counter- 
acted. 

Want of definite standard of quality is often the ease with jute. 

(viii) The existing facilities for internal remittance available to the 
public including banks and bajikers are remittance through the Govern- 
ment Treasury, Imperial Bank and co-operative banks, besides by money 
order.s and insured letters through the Post Officac The latter entails 
much cost. Some remitlaiK'eB are also made by hundies through 
Marwari firms and l)ig inahajans who have their gad is or agen ts in 
Calcutta or other trade centres. Where there are no branches of the 
Imperial Bank, i)eople can remit money at a nominal cost through big 
co-operative town hanks and co-operative central banks by means of 
drafts on tlie Bengal Provincial Co-operative Bank. We have intro- 
duced this system here in llajshahi and that Ims grown very popular. 

(ij') The i)ul)lic in general do not and cannot avail themselves of the 
facility oiiered by Kemittance Transfer Keceipts issued by the Govern- 
ment Tivasuries in district headciuarters, for various reasons and for 
the trouble and delay involved. 

Ah regard.s the Ivuiuli system through big luerchaiit.s ami finus, the 
people in general have not much <onfideiue in ilnvm. Gtily liumli 
business of their debtors are carried through them. 

As to joint stock banks also, the people have, after the failure of 
the Bengal Jfatioiial Bank and some other hanks, lost much faith in 
these in st i tutions . 

As to the Imperial Bank, people are not reef?ived with much courtesy 
as i.s expe<*ted from the officers of the Bank. 

So, the people in general are very eager to come to the co-operative 
banks where draft business is carried on, because of the unifojui courte.sy 
ot the officers concerned, and also because it is easy to approac h the 
Honorary Secretaries and Chairman for removal of grievance, if there 
be any. Eemittance facilities may be greatly improved if the Govern- 
ment, by circular, directs every Treasury Officer to receive any amount 
of money and as often in a week as may be necessary tendered by any 
CJo*ope/^ative Bank or Society, fieo cost as now, to any Treasury or 
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Sub-treasury and issue a Remittance Transfer Receipt upon the Imperial 
Rank in Calcutta or any other places and upon any other Trensury Ot 
Sub-treasury whether within the province or outside the same i.e', in 
any place in British India and Burma. In the next place, 1 wouldl^ 
suggest that the money order commission and postal insurance fee be 
reduced by at least half in the case of co-operative societies remitting 
money from and to rural areas where there are n# Treasury or Sub- 
treasury. Otherwise the rural societies feel mu<di inconvenience and* 
trouble and often run a great risk in the matter of transmission of money 
from and to the Central Banks to which they are affiliated. 

The reduction of the rate of commission for Remittance Transfer 
Receipts on sums above Rs. 5,000 in favour of Joint Stock Banks. 

Allowing the village societies to open another Postal Savings Bank 
account with the Post Office at headquarters and freely allowing them 
to direct the transfer of their money deposited in the village Postal 
Savings Bank to that in the headquarters to be withdrawn by the 
Central Bunk acting ns a me.ssenger. 

(x) Merchants and big traders in sending goods to muiassal 
customers through a banker send the invoice and railway receipt dnd 
a draft (Bill of Exchange) for the amount due to be paid at a month’s 
sight or more, as the case may be, and the bill is sometimes drawn in 
sets of two to give more time to the customer who has to accept it to 
take delivery of tlie invoice and railway ret'eiot. 

Payment by cheques and drafts. — We havi introduced this .sy.>>teni 
here aiul it is very popular. 

(x/) Yes. If the stamp duty on bills of e.xciiange is reduced to the 
scale chargeable on promissory notes it would be very jmpiilar and woubl 
be used extensively. Now the duty is sometunos evaded. If so, miu'h 
reduction is not possible, it ought to be reduced by one-half at least. 

(.r/j) llundies issued by and upon indigenous bankers and big 
merchants in Indian languages at sight or otherwise. Drafts or Bills of 
Exchange at sight, on demand, or on maturity, i.e., afte** the period 
of grace allowed (u,sually one to three months’ sight). 

(xtii) I think so. 

(.re) At least drafts of co-operative bunks are being di.scounted to 
a certain extent, through the co-operative banks. 

(xrij) Only railway and steamer receipts, so far as we know. 

{.rviii) No. 

(x/.r) I think it would be appreciated. 

(xx) Yes. 

Question 3. — (») Amon (transplanted) paddy lands — Rs. ^.'t© 
Es. 150 per acre. 

Boro paddy lands — Rs. 150 to Rs. .300 per acre. 

Lands producing 2 or more crops — Rs. 75 to Rs. 1.50 per acre. 

(iV) It is only in cases of (r) that lauds fetch the highest value. The 
•next in rank comes court sale for execution of rent decrees. 

In case (6), it often fetches the least value. 

Question 4.— (i) No. 

{it) They are now free to borrow to any extent by mortgaging their 

<boldings. 



pit) Not to any appreciable extent. Specially as the new Bengal 
^J^eniBMiey Act allows also sale of a part of the holding. 

/ There is one at Naogaon in this district. 

(t?> I do not know anything about that Bank. 

(vi) (a) A Provincial Land Mortgage Bank may be established in 
CJalcutta with a big capital to be raised by selling shares and by loans 
from Government at a low rate of interest not exceeding 4 per cent, 
per annum. The Bank may also raise working capital ^y accepting 
long term deposits and by issuing Cash Certificates. Such a Bank can 
give great relief to the landlords who are heavily involved by lending 
money to them on mortgage for a period of at least 10 years on easy 
<juarterly or monthly instalments at a rate of interest varying from 7^ 
to 9 per cent, per annum. It should be a limited liability Bank. 

The well-managed co-operative town banks may also act as branches 
of the said Provincial Bank. 

(h) Agricultural Banks with limited liability may be established in 
prosperous villages for giving loans to agriculturists on mortgage and 
also with one or two sureties for a period of 5 to 10 years on easy 
Cjuarterly instalments at 9§ per cent, per ennum. 

{vii) (a) The record- of-rights, as it stands, is sufficiently clear and 
unambiguous. 

(h) No. 

(c) Banks should be allowed to inspect the record-of-rights on pay- 
ment of a fee of annas 8 and co-operative banks should be allowed to 
inspect free of charge. 

Co-operative banks .should be allowed to inspect the records of a 
registration office free of charge and other Banks at a fee of Re. 1 only. 

In suits instituted by co-operative banks summons should l)e served 
by registered post and attachment and sale proclamation sliould be 
issued simultaneously and notices to show cause wliy execution should 
not be issued for settlement of the terms of sale proclamation sliould be 
dispen.sed with. 

('vin) See answer to question No. (vi) above. 

(z>) Yes, both. 

(x) Strict supervision and audit and power to take management at 
once if management unsatisfactory and power to direct the deposit of 
surplus cash balam*e in approved banks. 

4} per cent, interest with Government guarantee and at 

p(isr cent, without any such guarantee. They should lend at from 
to 9§ per cent, interest. 

Yes. 

vw (wni) Weil-managed and approved co-operative town banks may 
^rant loiig-terrn loans against sound security, if they are allowed to 
issue Cash Certificates and debentures on Government guarantee, or if 
they can get loans from Government or Imperial Bank , at 5 per cent, 
interest. 

QilWtiOll S. — Not necessarily. 

(i) No. 

(it) Not practicable, and if tried, it would take 5 to 10 years" time 
and unnecessary expenses. 


33 
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{Hi) and (iv) No reply necessary in the above view, 

(v) The largest amount is due to the profeiisional mon^f-lenders, then 
come the joint stock banks and co-operative societies, tiien landlords^ 
and last of all, Government. 

(vt) Credit is certainly increasing, but it i$ very difficult to say 
whether at the same time indebtedness is decreasing. 

{vii) Can't say anything. 

{viii) No. 

(u) Kabulis are to be found here, but they do not lend cash money. 
They sell winter clothes on credit at excessively high prices to villagers 
on unlimited liability principle, and if not paid amicably, a siiit is 
instituted jointly against all the debtors of a village, summons is taken 
out and in collusion with civil court peons the whole amount is demanded 
from every defendant, and by show of big lathies double or triple the 
amount of the claim is realised. 

(.r) per cent, per month compound interest with quarterly or 
six*monthly rest. 

A debt of Rs. 10 accumulated to Rs. 10,500 and a suit instituted for 
Rs. 1,000 after relinquishing the balance as being unrealisable. 

Two milkmen of this locality stood as surety on unlimited liability 
system to a mortgage loan of Rs. 100 taken by another milkman agree- 
ing to pay intercvst at 5 per cent, per mensem, and over and above, to 
supply milk at the rate of 5 seers a day as additional interest until the 
loan was fully satisfied. It was also a term of tlie bond that no con- 
cession would be allowed regarding supply of milk, for any part pay- 
ment of the loan. The principal debtor having absconded shortly after 
taking the loan, the poor suretie^s had to supply milk for about 5 years. 
They had also paid a considerable sum as interest (in cash) of the loan. 
At last the matter was brought to the notice of this Hank. The two 
sureties were then granted loans to the extent of Rs. 101) each at 9| 
per cent, per annum, with easy instalments. Both of them satisfied 
the loan within a short time, and much earlier tlian the stipiilated time. 

‘ Where the intention is to take the property of the mortgager, it 
is made to last for 12 years before suit and 12 years after decree. 

(xi) The Courts are very unwilling to grant relief under the Usurious 
Lvians Act. The High Court sliould issue strict orders to give effect 
to the Act even in ex parte cases and there should be strict supervision 
whether the order is being obeyed in all cases and the Court below 
SJiould state in the monthly or quarterly returns in how many cases 
cbey have applied the Act. 

There sliould be provision also in the Act that the interest should in 
no case exceed the principal. 

(xii) No, but generally compound interest is not allowed in c^ses of 
unsecured loans by Small Cause Courts. 

(jpin) Yes, in some cases. 

(xiv) Through Government agricultural farms. 

{xv) One and a half times to twice the qciantity lent with annual 
rerfl. 

(xviy Generally private professional money-lenders in calculating 
interest take the part of a month also as a full month. Payment is 
enforced through Courts, if not paid amicably, 

(xvii) Yes. 
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lu) Yes, to a great extent where there are not enough cultivators. 

Quastion Ifc— (ut) i^pinnlng, rope-making, basket-malting, gunny- 
making and acting as a small shop-keeper at local huts, e.g., selling 
tobacco, etc. 

(it?) and (r) Very small capital is necessary for such purposes and 
co-operative banks can veiy well supply such" capital. 

Que^ion 6B« — (i) Co-operative town banks, joint stock banks and 
professional and other private money-lenders. 

(it) For ptirchasiug jute, building houses, marriage of daughters and 
sona^ for capital required to open a shop or trade, to repay old debts at 
higher rates of interest and sometimes for the puritose of maintaining 
the members and family when in want. 

The town co-operative banks lend money here at 93 per cent, per 
annum and at 12i per cent, per annum for defaulters in the case of both 
secured and uiKsecured loans. 

The joint stock banks lend money at 24 per cent, to 12 per cent* 
interest on unsecurcMl loans up to Us. 3,000 and at annas 14 pcu’ month 
on loans above Rs. 3,000 generally, and at Rs. 12 per cent, to 9 per cent* 
on secured loans with annual rest. 

The rate is the same with private money-lenders. 

(///) I am not aware of any (Government hcdp. The co-operativo 
banks of the urban type are doing very useful work in giving them 
relief in times of necessity and in enabling iliem to improve their 
financial condition and live comfortably. If the joint stock l)ankji 
can bc> made to lowcu' their rate of interest tliey won hi also he very 
popular. 

If co-opeiative town banks c an get money at 5 j)er cent. |)er anruun, 
they can furtlier lower the rate of interest on loans and give much 
greater relief. 

The opening of cash credit with business niv^n and traders would 
give them better financial facilities. We have introduccHi sucdi system 
and it is gaining popularity. 

(/r) It is not x^erliaps on the increase. <’)ur members are certainly 
improving their condition and gaining in (credit. 

Question 7. — (/) So far as I know, good relations exist between (‘o- 
operative banks and the Imperial Bank of India and in oui ciuartejv 
there i.s no ill-feeling between joint stock banks and co-operative l)ank.s* 
All the banks have so far helped each other with deposits in times of 
difficulty. Co-operative banks have deposits in the joint stock banks 
and the latter have also deposits in the former banks, IndigeiiousJt 
bankers also have confidence in co-operative banks as they often keep 
large deposits with the co-operative banks and not with joint stoc-k 
banks, 

(n) There is not much difficulty in the matter of short time capital, 
as deposits up to 4 years are easily available. The difficulty is as 
regards the high rate of interest, viz., 7J per cent., for such deposits, 
and in our district even current deposits are not available at less than 
3| per cent, per annum. 



A» raj^atlU loag«tam capital, we have opened provident fund 
deposits for periods rangring from 5 to 30 years at 6^ per cent, per 
annum compound interest, but the amount available up to the present 
time .is not much though it is gradually increasing. 

» If capital can be had at a lon-er rate of interest for long term as 
well as snort term, much relief can be grouted to the people by lending 
them at a lower rate of interest. 

(iii) In my estimate an extra capital of 30 to 50 lakhs is required 
for financing the cooperative movement in our district provided it is 
organised on a sound oasis so as to be really helpful to the people. 

{iv) and (r) No, except in the matter of interests on deposits the 
joint stock bank.s are now mostly giving much higher rate of interest 
on deposits to attract capital. 

(vi) Yes. I want all the concessions noted and besides, I suggest 
the Government should freely allow and encourage all co-operative 
banks and societies to send anj^ money free of cost through Treasuries 
and Sub-treasuries and reduca also the money -order commission for 
village banks and societies to one anna per hundred, subject to' a 
minimum of two annas and a maximum of Rs. 2 and also allow a sum 
up to Rs. 5,000 to ba remitted by a single money-order. The limit 
may be lesser in case of village Branch Post Office. 

I would also suggest thafthe Imperial Bank of India and its branches 
should give every facility for inter-district or inter-province remit- 
tances of money by co-operative banks free of cost. 

These concessions, if granted, will certainly make the co-operative 
banks very popular with merchants, traders, and other men of business 
who liave to transact their business in several places and will at the same 
time attract capital in the shape of big deposits from these people. 

I would further suggest that approved co-operative <-entral or town 
banks be also granted the conces-sion of issuing Sola bills, like the 
Imperial Bank of India, which niay be encashed in any Treasury within 
the province, provided the banks st) approved always keep, as a condi- 
tion pree.edent, a decent amount, say, at least Rs. 10,000, with the 
Imperial Bank in Calcutta or in any of its branches. The limit of such 
Sola bills should not exceed Rs. 5,000 at a time. 

Facilities for inter-provincial remittances through the Co-operative 
Banks should also ba introduced. 

The Bengal Provincial Co-operative Bank, Ltd., and some other well- 
managed central and town co-operative banks should be allowed to 
open cash credit accounts for any amount, which to them may appear 
proper af the time, with big Government and Railway contractors, on 
condition of their agreeing to have all payments due to them being paid 
by cheques granted in favour of such co-operative banks and not 
directly to the contractors. 

QlKtstion — (i) Certainly not, if there is a co-operative town 

bank there, as that would be usurping the function of the town bank. 
The interest of the town bank would then sufier and its growth and 
do'^elopment would be retarded. That yould also lead to an unhealthy 
aom^tition between two coKiperative institutions. This should nbver 
he allowed in the best interests of the co-operative movament 
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there h no cooperative town bank, this may be allowed? 
for a limited time oaiy* i.e., until a town bank is started* Wherc^ 
there is oiV3, the central bank should never be allowed to grant loan’ 
W’ithin the area of operation of the town bank. 

(it) Yes, 

{ill) Yes. 

(ir) The relations between co-operative societies and the joint stock 
banks and loan offices are not always unfriendly. It often happens 
that the shareholders and depositors are common and the debtors also 
are sometimes common. Each assists the other by giving informations 
confidently regarding the credit of a boirower or intending borrower 
and they also help ea(di other with deposits when necessary. 

(r) Well-managed co-operative central banks and town banks are 
quite fit to undertake such banking business and this does not in any 
way infringe the provisions of the Co-operative Societies Act. In fact, 
many of the well-managv»d banks are doing such business successfully. 

QuOStlM 7B. — (/) Unfortunately the rural co-op 5 »rative societies, 
constituted as they are, have not been able to produc^e aiiy effect aa 
regaj'ds tlie reduction of the rates of iiitcuest on both the kinds of loan 
mentioned, 

(ii) In town areas the co-operative town banks and the joint stock 
banks together are replacing to a great extent the professional money- 
lenders. 

For instance, in the town of Rajshahi the Marwari firms, which 
formerly acted mainly as bankers, have now practically ceased to act as 
such, and have taken to other business. People also prefer always to 
approach the banks first for a loan. 

(ifi) Want of organised and continuous propaganda work in the rural 
area and, as I have already stated, the theory of unlimited liability are 
the main factors. It may also be said that these rural banks are mostly 
not managed by competent persons. Want of well-organised banks of 
the urban type in all district and subdivisional headquarters and import- 
ant trade centres and prosperous villages. 


Part I A.— Loan OfHcos and Joint Stock Banks in the Mufassaf. 

Question 1. — (a) The Rajshahi Banking and Trading Corjioration, 
Ltd; the Peoples’ Bank, Ltd; the Lakshmi Bank, Ltd; 
the City Bank, Ltd; the Industrial Bank, Ltd; the 
Bank and Rice Mill, Ltd; the Kamala Bank, Ltd; the Talanda 
Banking and Trading Corporation, Ltd; the Belgharia Commerce, lAd; 
the Chitragupta Bank, Ltd. (in liquidation). 

(6) Some 4 or 5 banks in each of the subdivisional headquarters at 
Nator and Naogaon. 

(c) I think some 4 or 5 banks in village areas of the districts. 

QuostiOT 3U-~(/) and (it) Current deposit— From Rs. to Rs. 4§ per 

cent, per annum. 

Six monthly deposit — ^Annas 6 per cent, per month. 
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One yearly deposit — From Rs. 6 to Rs. 7 per cent, per annum. 

Two yearly deposit — From Rs. 7J to Rs. 8 per cent, per annum. 

Five yearly deposit — Rs. 9 per cent, per annum. 

QUMtion 4. — (c) and (f) Practically nil. 

Question 5. — (i) In simple bonds and mortgage bonds a period of re- 
payment is formally written, but the period allowed by the law of limita- 
ition is practically the period for which loans are granted; — 

Rates of interest — 

On Pronotes and bonds — From annas 14 to Rs. 3-2 per cent, per 
annum. 

On mortgage — From annas 14 to Re. 1-8. 

On pledge of ornament. s — From annas 12 to Re. 1. 

On pledge of fixed depo.sits — Annas 12. 

(ii) Compound interest is charged in bonds and mortgage bonds. 
Re.sts quarterly to annual. ' 

It is levied or added to the principal if not paid quarterh', six montlily 
or annually, according to the stipulation. 

{Hi) Yes, in mo.st of the Banks. 

(/r) No special step except demand and institution of suits in bad 
cases. 

Question 6. — (>') Yes, generally on mortgage and that also in only 
a few cases a year. 

(ii) No. 

Question 7. — (i) No. 

(ii) The difficulty of transmitting money to Calcutta as often as is 
required. 

Question 8i — (/) Generally 2o per cent, or a little more. 

Some invest it in Government Promissory Notes or in fixed deposit 
with some other Bank and many do not invest it separately. 

(ii) Generally 20 to 30 per cent., as far as I am aware. 

Question 9. — (t) Accounts are kept in Bengali. 

(ii) Yes. 

Question 10. — This ought to be done in the interests of the Banks 
stnd their shareholders and customers. 

Question 11. — This can easily be done if persons well-read and 
acquainted with the method of Banking principles be at the helm of 
affairs. 

Question 12. — ^Yes, only one to my knowledge. The failure is due 
to the fact that the Bank in question was started for an altruistic motive 
to promote the interests of a caste. But the shareholders, who are suc- 
oesefully managing other profiteering Banks, found that altruism does 
not 'pay, and so became “ wiser,” so to say, and closed the Bank. 
Benevolence in word.s is very different from benevolence in practice. 
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Fart III.— Ifiirestmafit Habit and Attraction of Capital. 

Qliastion 1 .— (/) vShare capital, deposits and cash credit or loan. 

(ii) Additional capital is certainly required, but I cannot state the 
amount. 

(tii) Postal Savings Bank account; co-operative and other banks; 

E rovident deposit funds ; endowment funds ; life insurance ; home safe 
oxes ; euijent and fixed deposits with banks ; cash certificates ; 
Ooyernment Ppmissory Notes; debentures; shares in banks and 
limited companies. 

(iv) In urban areas they are, but still there is a great necessity for 
organised propaganda work, to educate and enligliteii the public, 
specially the indigent and illiterate people. 

(r) The existing facilities should be extended to the interior and 
even in town areas, the benefit should be regularly explained to the 
public at large. 

(I’i) The women are especially fond of investing in gold and silver 
ao that they may utilise it in times of great distress or want. It is very 
difficult for a woman to get loan unless she has got some ornaments whicli 
ahe can offer as a pledge uiid the money-lender also readily advances 
money on pledge of such ornaments. It is very difficult for a woman 
to keep fluid cash in hand or bank as she cannot resist the request, 
importunities and often threats of her Irusband, son or brother. She, 
herself, also may spend tlie same on unnecessary pilgrimage, etc., or on 
some pet object of her own under the influence of others. 

For impecunious families also this is done where the head of the 
family cannot otherwise save anything however he may try. 

As regards the rich, they also invest a great amount in gold, silver 
and jewellery so that the ladies of their family may not compare un- 
favourably with those of oilier familievS equal in rank and position. 

Then at the marriage of some daughters some amount has to be in- 
vested in gold and silver by everybody as a matter of compulsion. 

Question 2. — (/) Yes, to a certain extent, but if interest be raised to 
or 6 per cent., it would be very poptilar. 

(ii) Yes. 

Existing terms of issue should at least be changed in this respect 
that if converted wMlhin one year the holder will get the interest due 
up to the date of surrender or conversion. 

{///) No. 

(iv) More or less all classes. 

(??) Interest should be raised, tbe maximum amount sliould be in. 
creased and more frequent withdrawals should be allowed. 

(ri) Nothing against Cash Certificates. 

QllOStion 3. — (/') As regards small investors and agriculturists, Gov- 
ernment Promissory Notes of the face value of Rs. 50 may be issued 
and facilities given to the public to purchase the same through local 
Post Offices and co-operative banks. 

(lit) The poor UvSe it in paying his creditor and landlord and in 
enjoying full meals for a few days and in purchasing the bare neces- 
sities. It is not even sufficient for all these purposes and he has to 
borrow again. 



^ The more weU>to>do class spend it in improTement of their Jhous^ 
and in purchasing luxuries of life and utensils, in marriage ceremonies 
and in giving loans to poor cultivators or in purchasing jotes and in 
purchasing articles ot food and daily consumption so that it may last for 
the whole year. 

Some may hoard it, but very few village people keep it in Banks. 

{iv) Yes, generally on usufructuary mortgage or mortgage by condi- 
tional sale and at a very high rate of interest. 

The farmers invest surplus money generally in money-lending 
business and in purchasing new jotes. The richest among them some- 
times purchases zemindari and public rights. 

Question 4. — (?’) Cheque habit is growing very popular where the 
banks have introduced it. But unfortunately most of the banks are 
mere loan offices and have not introduced the cheque system. The 
Bank authorities have got to be educated about it. 

{ii) It has made cheques very popular where introduced, and some 
mufassal Banks have introduced it after the abolition of the stamp 
duty and more are likely to introduce it soon. Some of the co-opeia- 
tive banks have taken lead in tha matter. 

{Hi) All classes use cheque where it has been introduced by the 
Banks. 

If cheques in Bengali language be recognised by Calcutta Bankers, 
the cheque habit may be made more poptilar. 

Government servants, Bank, District Board, and Municipal employees 
drawing more than Its. 100 per mensem may be paid by cheque. 

{iv) It is in use in accounting. 

(r') No. 

QttVStioll 5, — {Hi) No. 

{iv) Commercial banking has increased and more mufassal people 
are learning sound banking principles and remittance facilities have 
inci'eased. 


M. 

Mr. Mrityunjoy Aoharya, S«cr«tary» Cbuadanga Cwitral 
Co-( 4 wrative Bank, LtA (diatriot Nadia). 

Part I. — Agricultural Credit and Credit Faellitias for Small Industrias. 

Qlieetion I. {i) (fl) By taking loans from money-lenders, 
merchants and dealers and co-operative banks. 

{h) As above, but it is very rarely that agriculturists make any 
permanent improvement. 

(c) As above. 

(t») In the case of co-operative credit societies the rates varj' from 
9§ per cent, to 15| per cent, and in the case of loans from mouey- 
lenoers usually 37J per cent.; the period is usually 3 years eicem in 
the case of mortgai^s. No seourity is takmi in w pm cent, of the' 
cases %y money-lenoers. Landed property and standing crops ar«n 



as security in a few cases. No other conditions are imposed. 
The percentage of secured loans is believed to be 20 and that of 
unsecured loans 80. 

(m) No part is played in agricultural finance in this part by 
either the Government or Imperial Bank, joint stock banks or 
indigenous banks or big bankers. Co-operative banks, professional 
money-lenders, merchants and dealers give what is known as dadan 
(advances), which is generally advance against crops raised or to be 
raised. These advances are generally given against jute, linseed and 
gur (molasses). 

(h*) No. All I can say is that most of the agriculturists are in 
need of financial help and it is not possible to give an estimate. My 
idea is that a huge sum is required. 

(r) There is practically no systematic endeavour to finance agri- 
culture save and except that offeied by the co-operative banks. This 
system seems to be working satisfactorily. The financing depends 
upon the reputation and solvency of the borrowers and sometimes 
village money-lenders have an eye upon the immovable properties of 
the borrowers. Fnless and until an organised system of financing is 
introduced, the difficulty of obtaining finance will continue. Hence 
no remedy can now be suggested. 

(ri) There is neither any organised credit agencies (except the 
co-opeiative banks, which have up to now approached a very limited 
number of people, viz., members of the banks), nor is there any 
co-ordination. 

Question 2. (i) The raiyats generally sell their crops at home 

through beparies .sent by dealers and merchants to secure the supply, 
or through agents in cases where dadan was given. Only in about 
10 per cent, of the cases the raiyats in this part actually market their 
crops for sale. This is specially so in the case of jute and gur. In 
the case of chillies and vegetables the growers themselves bring them 
to markets for retail and wholesale sale. 

He is unable to hold up his crop mainly on account of poverty and 
in a very small percentage of cases on account of want of education. 

(ii) The possibilities are great provided well directed and organised 
effort is made in this direction. 

(ui) There is one co-operative sale society known by the name of 
the "Alamdanga Central Co-operative Sale and Supply Society” in 
this subdivision. The society was formed on share basis under the 
Co-operative Act of 1912 and directors have been elected on the basis 
of purchasing shares of a certain value. The Chairman and Deputy 
Chairman are Government Officials, also elected. This society is 
linked to the Co-operative Wholesale Society of Calcutta and is 
financed by the Bengal Provincial Co-operative Bank, ([Calcutta, and 
sometimes by the Chuadanga Central Co-operative Bank to a very 
limited extent. The funds are at present sufficient considering the 
quantity of jute at present handled and available. 

(iv) Government promissory notes, cheques and drafts and hanks 
and clearing houses, etc., are no doubt existing, hut in remote mufassal 
tmvns and villages nothing excepting notes are available. If ^ the 
existing system of selling goods through heparis he replaced by direct 
..parijcet sale, the introduction of cheques and drafts would be necessary. 
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(vi-h) It in the place, of middlemen, through whose agencies the 
produce is brought from the growers in villages and ultimately carried 
to mill-«wnera or balers, some organisation can be brought into being 
lor taking delivery from actual growew and exporting them direct, 
the evil may be lessened. 

(vii) Yes, partly so. 

(viii) Hundis and promissory notes and system of R. T. B. recently 
introduced for transmission of large cash from the Imperial Hank to 
central and other co-operative banks through sub-treasuriaS and 
treasuries, drafts and cheques and postal money order and insu^nce. 

('Cf) I’ostal reinittances ought to be cheapened. Branches of banks 
financing industries and agriculture ought to be established in large 
purchasing centres. 

(.r) The negotiable instruments play a very important part in 
internal tiade because the bigger dealers have to depend mainly upon 
these. It is only in case of paying the growers that they make' use of 
•coins and notes of smaller denominations. 

(jeiii) I think so. 

(xr) They are generally held by middlemen, merchants and 
commission agents. 

(.rri) No facilities, I have no suggestion to make. 

(.rru) Railway receipts are generally employed. I know of no 
other instruments. 

Question 3« (i) Rupees 150 to 200 per acre. The value of anian 

■crop land is higher than that of aus crop land, although on the latter 
class of land two crops can be raised in a year. 

(«) The class of land, namely, au.s or aman, the rights and inci- 
dents of the tenancy, viz., occupancy right, right of raiyat holding at 
fixed rate or non-occupancy right or under raiyats’ right. The 
incumbrance on the land is also a factor. The rate of rent and the 
fragmentation of the holding and fertility are often great factors. 

(a) Govei’iiment auction for non-payment of revenue fetches the 
smallest value and often a merely nominal value. 

(b) Court decree sales fetch a better value than (a), and sometimes 
fetch the market value in full. 

(c) In private negotiations, full value is secured, except when the 
sale is effected for dire want. 

Quesiiotl 4a (t) None except in the case of under-raiyati holding. 

(ir) The credit of agriculturists is supposed to have increased by 
making mortgages .legal in the case of ot'cupancy holdings, although 
this practice was extensively in use even before the introduction of 
the ammended Bengal Tenancy Act, the landlords creating trouble 
in very rare cases. 

(in) Smallness and probability of fragmentation of holdings often 
diocqurage long-term credit institutions. 

(iv) None in this district. 

QUMtien 5» (t) No estimate at present seems possible or available. 

(W) Enquiry by union boards may go a great way towards obtliiniug 
suclt an estimate with reasonable accuracy. 
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< 1 ^’) Increasing, I think. 

(vii) The needs are only partially met by the Acts. 

(viit) Larger allotments for each subdivision and the Subdivisional 
Oficers should be always provided with sufficient funds for meeting 
local needs. 

(t>) No itinerant money-lenders are found in this part. 

(r) No concrete instance can be given. 

(/rrkAct X of 1918 is not availed of, Ix^cause it can oj^erate only 
when' we rate of ixiterest is found to be excessive, and the Act has not 
defined what rate is excessive. 

I think the maximum rate of interest should be fixed by the Act. 

(.rit) Interest is awarded by courts here on the basis of a rate not 
exceeding per cent, both for se<‘ured and unsecured loans, which 
is accepted as the prevailing rate here. 

(a-iii) Not to my knowledge. 

(Tir) By forming agricultural associations and 0 ]>ening seed stores 
and distributing the seeds and paddy to raiyats on their executing 
bonds repayable in money. These Doiids might provide for easy 
instalments. 

(jt) Twenty-five to 50 per cent., generally 50 per cent. 

Crvi) Simple interest, but the lull interest is charged and becomes 
payable in tire season of harvesting irrespective of the duration of the 
time of granting the loan. Thus, as ivS in vogue here, a raiyat having 
ails standing (uop who might take loan of paddy during the middle 
of Sravun, will be called u|K)n to pay the full year\s interest on the 
1st of Aswin next if he cannot pay in full during the intervening 
month of Bhadra. The practice of charging compound interest with 
annual rests, which was in vogue here, has become olisolete. 

(.rrii) Yes, it was so, but with the introduction of co-operative 
bank with (-onsequent set-hack uj>on professional money-lenders, the 
evil is gradually disappearing. 

(.rviii) Yes, it does. 

Questian S. (?) In this subdivision, there are no small industries 
supplemental or allied to agriculture excepting gur-making. The 
number of gur-making furnaces varies from five to ten in each village. 

(it) No; on the other hand, gur-making is on the decline, because 
the xirice of sugar is gradually coming down year after year, 

(m) Coir-making and hand-spinning seem more suitable here. 

(iv) Loans from co-operative banks either in the shape of money 
or in the shape of raw materials required. 

(r) The best financial machinery seems to be the co-operative bank. 

Qtl0$ttOit 6A« (i) Persons engaged in conch-shell-making, and the 

manufacture of cotton silk products, match-making, soap-making, 
comb and button-making have to depend for finance upon their 
individual resources. 

(it) Introduction of banks for financing industries and better 
utilisation of Government grants in this direction. 

Qimtim BBn (i) Go-operative banksj provident funds and private 
money-lenders. 



(ii) For meeting everyday neceMities of life, medical expensea md 
expenses connected with 'Ceremonies. The rate of interest in the 
Case of co-operative banks varies from*^| to ISf per cent, and in the 
case of private money-lenders is 37| per cent. Practically there is- 
no difference as regards rates of interest between secured and unsecured 
loans advanced by money-lenders. 

(iii) Co-onerative banks extend their help only to members and not 

to non-members. Government and indigenous bankers do not help 
them. Joint-stock banks, such as loan offices, do help the middle clasa 
people, small traders, and service holders generally on hypothiecation 
of movable and immovable properties and sometimes on tbejr. 
personal securities. Opening of credit-giving centres by Government ‘ 
v liere no co-operative Wnks exist, is sugge.sted. - / ’ 

{ir) My idea is that indebtedness is on the increase. , i 

QUMtior 7. (?) Co-operative banks have generally no relation 

with either the Imperial Bank or the joint-stock and other indigenous 
banks.^ The only relation that co-operative banks have with tjh© 
Imperial Bank seems to be that the Imperial Bank acts us the forwaifd- 
ing agent for transmission through Government Treasuries of mopey 
credited by the Bengal Provincial Co-operative Bank to central and 
other co-operative banks under the Circular Orders. of the Registrar 
of Co-operative So<’ieties. 

The agency of co-operative banks is sometimes utilised by indigenous 
baoks and joint-stock banks for transmi-ssion of money by di-afts, 
cheques, etc., from one centre to another. 

(??) Central banks cannot always meet the demands of societies 
affiliated to them for want of funds. This applies both in the case 
of long-term and short-term capital, particularly in the case of the 
lat ter. 

(?i'?‘) No. 

(ir) I have no idea of how matters stand in the province. So far 
IS this district is concerned, there is no competition. 

' (ri) My view is that the reduction of the postal money order 
c h trges is' desirable. > 

Queetiofl 7A. (0 Tes, provided there are sufficient 6afe-gn«#^$ 

for securing full payment. 

(ii) Yes. 

(Hi) No, 

(ir) Practically no relation and no assistance. 

(r) It can very well be done. 

Quostum 7Bi (i) In areas where co-operative societies have been 
established, private money-lenders are becoming extinct. The 
practice of charging compound interest has become a thing of the 

S ast and the rate of interest has fallen to a certain extent. Ne 
iffereftce is observed in this part between secured and unsecured loans 
generally. 

{ii) To a verj' great extent, I think 50 per cent, of the former 
money Jenders have wound up their business and more are foUosting 
suit. . ' 



(Hi) Want of education, activities of Resigning people and pei'soas 
'ar^} are keen on acquiring raiyats’ lands. 'In certain cases the local* 
landlords and persons having same local influence instruct people, not, 
to have anything to do with co-operative bank for fear of losing their 
prestige and position. 


Part I A.— Loan OfRoes and Joint Stock Banks in the Mufassal. 

^-Question 1. (a) None. 

,«-(/>) Yes, there is one at Kushtia (subdivisional headquarters) 
-known as the Kuiuarkhali Bank. 

'* Quostion 6. (ti) Yes, I think so. 

Question 9. (n) Yes. 

Question 10« They ought to be federated , into a central banking 
institution. 

Question 11. No. 

Question 12. No. 


Part II.— Indigenous Banking. 


Question 1. Their only function is to lend nioney generally to 
men of property, e.g., small landlords and small traders, etc. 

Question 2. The indigenous bank and bankers are themselves 
■dealers in .jute, seed grains, etc. They help agriculture, trade and 
industry only in an indirect way for the purpose of securing articles 
necessary for their line of business. 

Question 4. Dealers in mufassal make use of hundis in their 
transactions with their capitalists living in more important business 
centres. All I know is that this is in extensive use. Hundis are pay- 
ahLo; hy these firms to bearer or order. Another kind of hundis 
■ usually employed between firms having dealings with one another, is 
payable within a certain time, generally 45 days, in which case 
interests varying from 3 to 7j per cent, are charged. This is 
employed when any fii-m is short of money. Exact forms in use are 
not known. 

Question 5. (n) Share money and deposits. 

(iii) Generally from 3 to 6 per cent. 

Question 6. (*) The usual rate is 37i per cent, but no interest on 

what is known as dadan is charged. The indigenous bankers in their 
coiupetitiou with their rival bankers have to advance dadan to secure 
suppljf of goods in season. The above rate applies to ca.sh loans. In 
the case of loans in kind interests vary from 26 to 60 per cent. 

(«) Opening of seed distribution centres, loan giving centres by 
Government, introduction of larger number of co-operative banks and 
co-ordination between Government and indigenous banks. 
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(m) The reduction will confer benefit on the agricultural corn* 
inanity and increase its resO'urces leading to an improvement in the 
standard of their living, but is not exj^cted to enable them to spend on 
agricultural improvement and better implements. 

Question 7. (i) No. 

(n) Yes. ; 

(iii) No better facilities seem called for. 

(iv) Yes. 

Question 8. (iv) It would welcome any measure which will be fair 
to it and its clientele. 

Question 11. (u) Yes. 

(nt) Inclusion in the local directorate, of the bankers themselves, 
would give them a thorough idea of the real scope and object of the 
proposed banks and inspire confidence in them. 

Question 12. (i) Yes, in slack season. 

(it) Yes. ' .,r 

(iii) If this surplus money is invested in the proposed local banks 
and in the existing co-operative banks, that will benefit the district. - 


Part ill. — investment Habit and Attraction of Capital. 

Question 1. (Hi) Postal Savings Bank account, cash certificate, 
several kinds of deposit schemes of co-operative banks in vogue, 
lending business system and investment in Government securities and 
shares. 

(ii’) No. 

(v) Establishment of post offices in interior villages to take savings 
and issue cash certificates might improve matters slightly. 

(ri) Pure agriculturists do not have enough to invest in silver and 
gold. The middle class people are compelled to do it in social custom, 
e.g., dowries at the time of marriage. Otherwise this class is too 
poor to invest in sih'er and gold. Rich men invest large amount in 
gold ornaments. 

Question 2. (i) Yes, they are. Slight increase in the rate of’ 

interest might increase their popularity. 

(ii) Only the rate of interest need be changed. 

(Hi) Yes, where post offices transacting savings bank accounts 
exist. 

(iv) Middle class people generally and sometimes destitute widows 
of poorer classes. Rich people having dealings with banks do not 
resort to this. 

(v) Rate of interest may be increased. 

Question 3. (»■) They are made available through Government, 
Post Offices, and Imperial Bank and private negotiations. I am not 
in favour of special facilities as I am certain they will not be availed 
of by those for whom they are proposed. 

(it) Brokers afford some facilities. 



(tn) Agriculturists and people in small iiuiustries and middle class 
people have to spend the whole of their income in meeting their every 
day demands. Merchants and dealers in slack season either bank 
their money or utilise it in speculation, purchase of shares, securities 
and in lending. 

(iv) Fanners gOTerally have no surplus money even in a prosperous 
^ear and hence do not lend to fellow agriculturists. I have no 
infornration regarding the amount, growth and distribution. 

Qu0Sti(m 4# (i) Growth of this habit is not perceptible here. 

(ii) The abolition has popularised it. 

(m) JTo suggestion to make. 

(iv) Vernacular scripts would unnecessarily irn^rease the work of 
banks and introduce avoidable complications. 

Question 5. (i) Yes, I do. 

(ii) Mainly to want of educational facilities. 

(Hi) Government propaganda seems to be the best. 

(iv) Opening of new branches has been of immense service to 
mtrchanls, dealers and private individuals and bankers in and round 
'al>mt places where they have been opened and afford very great 
facalities in regard to carriage and transmission of money for biisinesji 
ani other purposes by curtailing both cost and time of transmission. 
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Mr. B. B. Dutti Secretary, Central Cooperative Bank, Ltd., 
Brahmanbaria (Tippera). 

Part I. — Agricultural Credit and Credit Facilities for Small Industries.* 

Question 1. (i) (a) By taking loans from village mahajans a.inl 

partly from past savings of last season’s agricultuial pro(Ju(‘e. 

(b) The same, 

(c) The same. A portion goes to joint stock loan companies — 1/*!2" 
part. The Co-operative Department has tapj)ed 1/40 part and finance 
them during seasonal needs. 

(ii) Loans and advances are of various kinds. Some are temporary 
seasonal loans and others are long term loans. Short term seasonal 
loans cany higher rate of interest. Those advanced between April — 
June carry highest rate, money being tight, from per cent, to 24 
pei‘ cent, according to security of person and his jiersoiial credit end 
honesty. Generally, the rate of interest is on a sliding scale, the moie 
secure persons get at less rate. It rises from 24 to 48 per cent. 
During slack season it is from 18 to 24 per cent. The mortgage bonds 
carry less rate of intei^est; exceedingly good seem i tics such as ycrnin- 
daiy and taluk right of permanent nature, carry interest at the rate of 
9 to 12 per cent. On properties on which mahajaus have an eye, it 
carrieb further less rate of interest. Mahajaus seldom charge compound 
i%|eves<f, but the joint stock companies invariably do, with 3 mouths" 
or 6 imonths’ I'est. The (b) and (c) classes noted above have to pay 
iuter^t at the rate of one anna to two annas in the riip^e, during tho 
tiglit season> i.e.^ from April to June. 



In ihi# part of the countl^J t^^iiecuj'ed Ir an might i e said lb ha 
1>0 per cfnt. noa'adays. It ^sbd to be 25 per cent, before. As litiga- 
tion has to be resorted to nowadays for realisation of loans, mabajans 
'favour secured loans more. 

tm) The Goveminent seldom takes part in agricultural finance 
except in case of failure of crops. Taccavi or Government agricultural 
loans at 6J per cent, are then issued to agricultural population. 

The Imperial Bank of India finances only jute, sometimes cotton and 
tea. Many European firms and some Indian agencies get advances on 
hypothecation of crops. 

Joint stock banks advance loans for agricultural operations. They 
(are a fraction of the population. 

Co-operative banks finance agriculture during seasonal ne^ds and 
also at times of emergency bj’ long tenn or short term loatta^/“ Their 
short term loans cany lower rates of interest and long term loanS 
higher rates of interest — ^just opposite of indigenous mabajans. * 

They are financing agriculturists from time immemorial. Their 
rates vary according to the class of securities offeied. Those who can 
offer better security can get at cheai>er rate. Between the professional 
money-lender and his customer a sort of family relationship grows up. 
Me comes in always in time of his need. When the mahajan hasf an 
©ye on his pi-operty money will he advanced to him on easy ternis. 
The loan accumulates and when it reaches the maximum the mahajan 
gets a money tlecree and executes it and purchases the inoperty. Debts 
run from father to son and grandson even. 

Merchants advance money to their customers, say, to weavers, fisher- 
men, even agricultural garden-producers, to take the stock at their 
tthe former’s) own price. It is a notorious fact that jnahajans have 
been fleecing the weavers, while they earn 100 per cent, to 200 jjer cent. 
<m their capital, only for supplying finance. The actual weavers can 
seldom earn from annas 12 to rupee one a day. The best silk or cotton 
wpaver does not earn more than Be. 1-8 to Rs. 2 a day. He is always 
iu debt to his maliajans. 

Companies dealing in fertilisers only give credit, for fixed periods 
to recognised people of the country side who have solvency. 

(iv) On a n)Ugh estimate, the population per head requires Rs. 10 
to Rs. 20 for such financing. Taking 26 lakhs to he the people #f 
Tippera, the capital required or invested appears to be nearly 
Rs. 2,60,00,000. 

(v) For all the reasons noted above the agriculturist does not get 
the maximum, but the minimum benefit only. He is exploited by all 
classes through whom his tmnsactions pass. He does not get money at 
the cheapest rate, hut on the contiuiy, he gets it at the highest rate' oh- 
ituning in the land. When collective money lending has become com- 
petitive by the growth of rival credit institutions, then only they can 

" exp^t a lowering of the rate for their benefit. Individual money- 
lending must disappear first. 

‘ (vi) At first si^ht it would appear that there is no co-ordinatiftn, 
each section carry'ii^ on its own business independently w separately. 

, But there is co-ordination in the sense that each has its own 
etaw of customers, and they do not clash with one another. 
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^ ffiHlttion ^ lO The raiyat liveswfro^l^^^ inrmth an«l is always 
in ^eiiit to his landlords and luahajims an^ hence he cannot hold up bis 
crops. 

(m) There are two jute sale societies at fl) Ashujranj and (C) 
Chandpur. The l)ras.ssinith.s ha\’e one sale society at Brnhinanbaria. 
Two other co-operative sale societies [(1) Kalikachaha and (2) Oupiiiath- 
purj are in moribund condition and likely to be closed soon. 

The two jute sale and supply societies have not been sufficiently 
old to command market and control it. 

The shareholders eleOt directors, who manage these societies by paid 
agency. They are linked to a central organisation, viz., the Bengal Co- 
operative Wholesale Society in Calcutta. 

The Bengal Provincial Co-oj)eiative Bank. Calcutta, finances them. 
Up till now they are getting necessary finance from it. 

♦ Credit facilities are required to help at all stages fiom the 

^«£rst feat to the exporting port of eiiibarkatioTi. At each siu ceediiig: 
stage of sale, the middle man must buy it uj). Ibesent existing fa<M- 
lities are crude and expensive and tend to make produce highly expen- 
sive. 

Yes, there is. The internal trade of this country is financed 
by , indigenous money-lenders and bankers and it makes the produce 
expensive. It is too costly. The foreign trade, both import and 
export, being under ex|)ert bankers of tlie world, the How in and out 
of merchandise thioiigh them is cheaper. Continental goods are 
finished at less cost and sell cheaper. Indian pro<liice can hardly 
compete for these reasons. 

(ri) (a) In the ex[)()rt trade, the top central agency at port is gene- 
rally in the hands of non-Indians. The foreign l>anks and the Imperial 
Bank of litdia eontrol it. Tlie iiitermediate agencies in the middle 
and the last agency at the bottom are in the hands of indigenous 
b^n^ers or inahajans, be they Sahas or Mai waris. The export trade at 
the poH is dealt with through Imperial and foreign banks and they 
give credit facilities. 

(vi) (h) The im|)oi*t trade at the bottom isS in the liands of maluijans. 
I’he direct iinporters are Kuropean firms through foreign bunks. ^Hic 
middle stage is in the hands of indigenous people, up to customers. 
Credit facilities are offered by Marwaris and Sahas. Brokers play an 
impoHant part at the ports. 

(vi-a) The terms are of various periods, from 90 days' credit to a 
month’s credit. At present both exiM^H and iiiij)(>rt trade are controlled 
by the foreign banks. Without their help the foreign goods cannot 
come nor go out. The exjMjrting merchants of other foreign (countries 
sell to Indian big inercbaiits through foreign banks. The Indian 
merchants have their own chain of middle men for distribution and 
internal sale. At ports brokers find out the middle men. Village h&t 
is the last stage of process. If there could be Indian banking facilities 
on the lines of European banking at the top, goods could sell cheaper. 
The case is the same with im|K)rt trade. There is hardly any Indian 
bigv^ade agency to import direct. Non-Indian agency Hiiports for it, 
then it finds its middle men customers throtigh bmkers. In Bengal 

several hundreds of erores is in the hands et 
iJon-ThlSa^ agency. In Bengal cotton import trade — finished 

■..A ’’ ■ ■ 34 
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good fabrics — are controlled by non-Indian agencies. They inyolva 
hundreds of crores of rupees. The middle and the last stages of distri- 
bution are in the hands of Indian middle men. 

(ri-fe) Yes, it is a fact. Take the case of jute and cotton fabidcs. 
In jute, owing to speculative buying, the pri(!e8 at the top vary. 
Ihe advan(!e sale of jute even Ijefore the ciops are sown, not to speak 
of harvesting, tends to make the grower a tool in the hands of his 
purchaser. He cannot quote his price. All articles of produce are 
sold at piices fixed by the grower, but in jute, the purchaser fixes the 
price. You mu.st sell at this rate or you must back out of the market 
is the term given by the exporting agencies. So the growers get 1/5 
of the price at which it is sold at foreign ports, ('otton fabrics are 
controlled by Marwari middle man. They gamble on the goods. But 
for this it might have been sold for cheaper rates. I'be producers 
like jute growers do not get the highest price. He gets | of the jjrico 
of the last sale. Banking facilities on improved lines can only effect 
a proper remedy. 

If the growers are to get a better result foj- its produce, he must 
first have sufficient cash to hold on for 2 or •» tnqtHlis after the crops 
are harvested. Secondly, he must have a cooibination amongst the 
growers not to sell before such period. The cnjps raxist gradually be 
<if good quality. He must increase the yield by intensive cultivation. 
No portion of raw material should be sold, V)nt only f’nisbed goods 
should be exported. 

(vii) In India flirt of all individual money-lending must give plate 
to oorjKirate money-lending, Borrow'ers must also command credit. 
Speculators and monopolists control piice.s at present. The .standard of 
quality is not defective. The articles are of uniform ijuality when 
ordered for. In jute of course there is some manifestation by Marwari 
dealers. But the producers do not play such tricks. Their standard 
is according to the order placed in the market. 

(ri») The branches of Imperial Bank of India, Mercantile Bank, 
of ' India and local joint stock concerns and hundies of indigena^l» 
mahajans and last though not least Government Post Office Insurance 
and supply bills of Government Treasuries. 

(ia;) There is no chain in the present business — -only Govei-nmeut 
post offices have the largest numlrer of agencies but it is not cheaper. 
'I'he district headquarters (27) have Treasuries for supply hills. Neither 
the Imperial Bank nor the Indian banks have sufficient agencies. 
For easy flow’ of business there should be liranches in each district 
headquarters, each subdiyisional town and each big internal trade 
centre. If the local joint stock banks could be under one common 
oi^nisntion that would have been advantageous. If the Bengal Pro- 
vincial Co-operative Bank engages in pure hanking business though 
its affiliated societies (central banks) and the centnd banks through 
their 12,000 credit institutions in the villages, the trade faculties could 
be improved. For that 'purpose the central banks and societies must 
be placed under trained and efficient hands. Money could flow in and 
out ofirthe country only through these arterie.s to the main market 
in Calcutta. _ The Co-operative Department ought to engage in pure 
banking business. 

(j?) The negotiable instruments offer credit facilities to the tracers, 
gooqs are sold at 3 months’ to one month’s credit. It is saleable.^ A 
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it is passed on from one party to other. Hundis, railway receipts are 
helping internal trade. 

(jri) Yes, it ought to be used njore extensively. The duty on bills 
might further be reduced. 

(jeii) Payable at difEerent periods — for d months, for 2 months and 
for one month. Interest is more when periods are longer. Railway 
receipt is one kind of hundi. 

(jriti) Yes, I think so. ■ 

(.vr) 25 per cent, discount at local centre; 50 per cent, at provincial 
centres — Calcutta, Xarayangunge, Chittagong. 25 per cent, with 
middle men. 

(a-rr) Hundies are not redi.scounted in our locality. The original 
one is passed on. Banks might rediscount it. Co-opeia(ive central 
banks might take this up. 

(.rvii) Railway receipts, bills of lading, hundie.s at sight, or for 00, 
60, 90 days’ sights, are several instrument.s of ownership of goods. 
They are saleable and negotiable. They help to rai.“e money. 

(.rriii) \o difficulties aie experienced in cashing bills of lading, 
issued by Inland Steam Navigation Company. There are lare occasions 
Oi spurious or forged hills of lading being issued by parties, in con- 
junction with the staff of River Steam Navigation Company and 
merchants find difficulties in tracing goods. More details might lui 
noted in bills of lading in respect of goods, .sender, receiver. Inland 
river form might be on the lines of foreign bills of lading. 

(ar/.r) Tiiceused warehouses exist at ports only. The system of 
T'nited States of .\merica might be introduced. 

(j-.r) Yes, G()veniment ic.ust lead the way. Bonded warehouses at 
major ports might be further improved by (xoveinment aid. 


Question 3. (/) (rood jute land per acre (-1 kanis) Rs. 1,500 to 

Its. 0,000. (xood i>addy bind per acre (0 kanis) Rs. 1,000 to Rs. 2,000. 
Medium jute, land per kani Rs. .‘100 ("‘lOO x 0) or Rs. 900 per acre. 
Medium paddy land per kani Rs. 200 (200 x 0) or Rs. COO per acre. 
Lowest quality land either for jute or paddy varies from Rs. 50 to Rs. 100 
per kani, or Bs. 150 to Rs. •‘100 per acre. 

(it) Produce is an important factor in determining this. The sale 
price of crops also regulates it. 

(a) It depends on bidder — Per bigba Rs, 100 to Ps. 1"50 at Govern- 
ment auction for non-payment of rent. It be«m>nes free of all incum- 
brances. The more the bidders, the higher is the price. 

(b) Under court decree it is Rs. 60 to Rs. 100 per bigha. It also 
depends on the presence or absence of bidders. The price increases 
with bidders. 

(c) By private negotiation or voluntary sale. The price for good 
lands is from Rs. -iiOO to Rs. 1,000 per kani, for medium lands from 
Rs; S60 to Rs. 500 and for lands of the lowest quality froni Rs. 60 to 
Rsi 100. 
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QuMtioil 4* (/) There is none. Previously agricultural lands could 

not be sold without consent of landlords. The recent Bengal Tenancy 
Act amendnients have removed this restriction. 

(ii) The credit has gone up; sale of agricultural lands are easy now. 

{Hi) Smallness and fragmentation of agricultural holdings do not 
stand in the way of raising long term credit. But agriculture would 
improve if agricultural holdings were bigger in size. Scientific imple- 
ments, such as tractors, could then be used. Yield might be increased. 
If the fields are bigger, (capitalists might be induced to lend more 
money for long periods. Small holdings do not stand on the way of 
raising requisite loan. 

(ir) No (/o-operaiive land mortgage laiiiks now in our district. 
Joint stock banks is.sue loans on moi*tgage for 12 years’ term. 

(r) I'hey raise capital by finding deposits. They lend money on 
mortgage of agricultural holdings and generally do not sue before 12 
years. Interest is allowed to accumulate and the whole mortgaged 
property is sold out, and the debtor becaunes a landless labourer. , 

(vi) Co-operative land mortgage bank for agriculturists might be 
established. 

(rdi) (a) The entries on record-of-righte are cleai iu»w The name of 
the last tenant might also l)e entered. As to I'onndaries one more to 
the east might be added. 

(b) That would create hardship. 

(c) Yes, these might be reduc^ed. 

{viii) (a) Yes. 

(h) Yes. 

(c) No lianii in issuing debenture bonds if they find a ready sale. 

(iit) Not essential. If the directors cannot create local or provin- 
cial confidence, then only they c*an ask for Govern guarantee. 
Qovernment guarantee delrentures will have ready sale no doubt. " 

(.r) Due contml of the working of such banks and their periodical 
insx>e(‘tion by Government, auditors and inspectors. Investments should 
be carefully looked after. 

(;ri) Agricultural mortgage banks should raise money tiist hy 
dei>osits by creating local confidence, secondly by selling of deben- 
tures with a guarantee for principal sum only. The margin of 
lending and deposit should not exceed 3 per cent. 

Y^es, it ought to be included. 

(iviti) Long term credit should be backed by substantial property. 
It ought to be 10 times of the money issued for suie repayment. 

Question 5'^ (i) For a village of 500 families with a population 

of 2,0(K) souls, taking 4 in each family, the total indebtedness might 
come up to Es. 20,000 takingr each mairs debt to be Es. 400 on the 
average, Brahmanbaria subdivision has a total of 2,000 villages, so 
the tbtal indebtedness might be 4 croies. 

(n) As noted almve. 

(iii) In the village with a total debt of 'Bs, 20|000— 

(а) 25 per cent, or Es. 5,000 would be on mortgage bond ; and 

(б) the rest on such securities. 
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(a) 60 per cent.; (6V 10 per cent.; (c) 10 per cent.; (d) 5 per 
cent.; {e) 6 per cent.; (/) 10 per cent.; (/;) 10 per cent; [h) nil. 

(v) Professional money-lenders 75 pey cent. ; co-operative societies 
iO per cent. ; joint stock loan company 10 per cent. ; occasional money- 
lenders 5 percent; total 1(X) per cent Government (in times of 
distress only) 5 per cent. 

(vi) 1 regi'el it is increasing^, owing to increased cost of living. 

(vii) Only in times of distress these loans are availed of. Not 
Aiore than 10 per cent, of the population avail thems^dves of it, 
llioiigli rates of interest are cheapest in the market, for siicli classes 
of people, 

(rm) The operations are promj)t already when persons arc recom- 
mended by union board presidents, and it such lecommeudations couM 
be accepted without reservation, these might be more prompt. 

(hr) Kabulis aie rare here. They occasionally ply warm clothing 
business during winter l)y selling blankets on creclit and realising 50 
per cent, in excess of market value, by force of lathi. 

T'? a man in tlie street, witliout knowing his assets or credit, they 
will distribute a blanket or (oat on credit writing his name in their 
chit book. After sometime, say, 2 or *{ months, during liiuvest season 
they will conic aud demand the money and realise by show' of lathi. 
They arc said to follow a man, for his dues to his grave and try to 
dig out his dead body, if dues are not paid up. In Brahmanbaria 
subdivision Kabulis are not vei'^' plentiful. 

(;r) In Nasirnagur thana the returned fully paid up bonds liave an 
interest of 2 annas in the rupee and in some cases the interest was 4 
times that of the primdjial. 

A suit was filed in tlie Civil Court at Brahmanbaria .sometime ago for 
a sum of rupees one hundred principal and compound interest at 2 anium 
in the rupee, (‘ompoiinded every month. The interest accrued was some 
thousands and the mahajan gracefully deducted 75 per (*ent. of his 
claim, still the claim amounted to the huge sum of fifteen liundred 
rupees for a principal of rupees one hundred. The duration of the 
loan was below 10 years. The mahajan saved limitation by voluntary 
payment of interest and recording, it on the back of the bond. Fuilher, 
it 18 reported, that some mahajans continue the debt from father to 
son and from son to grandson wdth no intention of making him free. 
It is also rejKirted that some time advance interest for five years are 
incorporated in the bon l along wdth the jirincipal to be more sure of 
the game. So the debtor executes a bond for rupees four hundred and 
gets cash money for rupees tw'o hundred. So the profit of tlie mahajan 
is more than 200 to 300 per cent. 

Another class of mahajans dealing wuth illiterate debtors do not 
keep regular account books and repayments of loans or interest are 
never recorded and the debtor does not know wdien he can terminate 
bis account and get himself free, 

(si) Not much availed of. Debtors have not learnt to apply for 
the same. Propaganda to disseminate knowledge almut the provisions 
of the Act, among the rural people, is essentiaL 

(4Jtt) (a) Courts follow the rate of 6 per cent, on decretal amount 
till day of realiKation for unsecured and secured loans. 
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(6) In unsecured loons, if the rate be too high they deviate accord- 
ing to equity and general law. In secured loans, the contract rate is 
followed, if it is not too high. 

{xiit) Yes, shrewd and dishonest mahajans write an amount for 
excess of the actual money paid to cover excess rate of interest, if the 
iw^tual sum paid is Rs. 100 the amount put down as principal is 
Rs. 200. 

{xiv) I'he above method can only be stopped if the court, as soon 
as a <'ase is proved, cancels the entire bond and declares the contract 
to be void or ineffective. If such abuses are cliecked raiyats can get 
loan of seeds and paddy and <*an pay it off. 

{xv) Paddy loans are of tlie following nature — kind for kind. In 
repayment time either double or one and one-half is paid back. 

(xvi) The rate of interest is the excess amount i>aid. It is enforced 
through village |)unch or court of law, a chit or memorandum is kept 
of the whole transa(d;ion with repayment terms. 

{xvit) Yes, at times this happens. Wood farmers are turned iqto 
hargadars when their lands pass off to mahajans. Excessive rate of 
interest is not the only (uvuse for such passing oft' of land. The culti- 
vator has no idea of in(‘ome and expenditure and has no savings. 
During occasional cycdes of short crop or no crop, owing to flood '>r 
drought, he cannot fall hack \ipon any savings. Any extra expense 
for funeral or marriage ceieinonies of children he can hardly meet 
from savings. Such people will, on the other hand, purchase a village? 
hoi'se or racing boat when he gets some extra money by selling jute at 
high price or take a Jlrd or 4th wife at sueh time. So unless the illiteracy 
is removed there is no hope for him. The (‘ultivator must l>e taught 
to remember that for 3 good years there is one l)a(l and it levolves 
on and on. lie must be piepared for such emergeiujy. 

{xriti) I think, when he turns into a hargadar or paid la1)Ourer, 
his incentive for efficient cultivation is lost to some extent. Rut wliiie 
a section of cuiltivators is (*onverted into labourers, anothei* diligent 
set of labourers ]>ecome8 good farmers when they save enough to pur- 
chase lands. (Tenerally, the incentive to good cultivation is not lost 
on the population. But intensive or methodical and economic 
cultivator is not so common. 

QU68tiof1 6. (/) Paddy husking is very common. Dairy farming 

is practised not in a methodical way, but cows are kept a’wl milk 
Bold. Eggs are also sold. Fowls, goats, sheep are l;ept and sold 
when they are grown up. Garden produce and green vegetables are 
sold. Sngar-(*ane, tobacco and pulses are legularly cultivated. Gur- 
making is a spare time industiy for winter season. Hand spinning 
is rarely done in spite of encouragement in this behalf by political 
associations. It is not economically paying. 

(//) If such .spare time industries can be run on pure business line 
on sound methods, they will be profitable and the countjy would be 
benefited. Middle class unemployed might usefully take to any of 
these occupjttions. 

(m) Poultry farming, vegetable gardening, rearing of fishes, hand 
weaving by fly shuttle might add to the farmers income, Btit if 
tb^y are to raise their standard of living, intensive cultivation, in a 
jnefbodical way, on the lines of Japanese farmei*s, has to be adopted. 
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(i^) "fimM co-operative banks in all villages might supply the 
capital, if they can command sufficient capitoh 

(v) A big appex bank at the top with intermediate ageiicicvS and 
subsidiary agencies in towns and villages. People have to give up 
the habit of individual moneydeiiding and should be depositors in 
banks. By this theft w ill be automatically discouraged. The Bengal 
Provincial Co-operative Bank through central banks and societies might 
start such business. But the village rural societies should be in trained 
hands w'heii the scheme works. 

Question 6A. (?) They are of two kinds — (1) pri\ate joint partner- 

ship business and (2) joint sfo(*k concerns, registered under the Indian 
Companies Act : 

(1) Ilegarding this section the proprietors finance them eitlier fiom 
their own funds or by borrowing from muhajans oi* loan (ojnpanies. 

(2) Regarding these sections, tlicir initial share capital conniienci*''. 
the business. Trater on they enter into a contract with a joint .-tock 
bank for j)erio(lical or legular financing. They deal witli internal 
trade of the country in the marketing of the exported goods and of 
finding means for tlie import of cotton goods and miscellaneous articdes. 

(ii) Only joint sto(*k banking on a methodical and up-to-date 
methods cun provide better financial facilities. 

Question 6B. (/) Tliey also borrow from maliajans or joint stocdv 

loan officevS. Their requirements are not supplied bv any special class 
of bank. Co-operative urban banks supply tlieir money needs, at times. 

(//) These people generally live from hand to mouth. And income 
being limited, tliey are compelled to borrow in every case of abnormal 
expenses, say, j)roloiiged illn^^ss of self and family and children, death 
of any member, marriage ceremony of any rnemlier, purchase of 
property. They liorrow^ at rates of interest between 12 per cent, to 
24 per cent. I)ay labourers’ rate of interest is between 24 per cent, 
to 374 per (‘ent. Secured loans cai-ry lessei* rate of inteiest than un- 
secured loans, in case of wdiich the rate is almost di>uble. 

(ni) Government gives no loans to non-agriculturists, mahajans, 
indigenous Imnks, joint stock loan companies and co-opejutive credit 
banks lend them money at the rates fixed l>y each. When indigenous 
banking is improved on modern up-todate lianking system, then only 
can they expect better credit on better terms and rates. 

(tv) It is our belief, and our obseiwations prove the fact, that 
indebtedness of all classes are increasing owing to a rise in the standard 
of living, without a corresponding increase of income. It is sad story 
to tell. 

Qu^tion 7. (/) Co-operative banks’ relation with Imperiar Bank 

of India is now^ such, that central banks can borrow money on cash 
credit account on some one guaranteeing the money. Imperial Bank 
does not allow direct financing to other t.ypes of co-operative banks 
except provincial urban banks or approved urban banks only. Joint 
stock loan company or })anks look upon co-operative banks as their rivals 
who have come to take away their market. But after a lapse of 14 
years the first opposition made by joint stock banks is disappearing. It 
is dawning upon their sense that every one has a separate sphere of 
action, the country being vast and having teeming millions to .serve, 
^he co-operative banks have hit the market in reducing the rates id 
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intereit kaJiBg; y^nce indigenous baulis look upon co-operative 
banks as their eiiemie8:i ®hey are still unfriendly. The Imperial Bank 
oFIndia now and joint sfbck loan ( ompany on hypotheca- 

tion of Government securities or of any crop such as jute, tea and 
cotton. Generally they do not tiujisact hmch business with joint stock 
banks, 

(//) As regards finance, both for long term and short term loans, 
eo-operative banks do not feel much difficulty. When deposits are 
scarce then only they find difficulties as tljere are many rival joint 
stock banks. {V)-opej’ative hanks cannot ofiei* high rates, for tl)eir rates 
of lending are fix?d at 9 ?l/8 per cent, to 10 15/16 per cent. Imperial 
Bank is outside such competition. 

(ir) There is competition between central co-operative banks and 
joint stock loan compiuiies. Impeiial Bank is outside such competi- 
tion. When ii branch of the Imperial Bank is established in one 
district it absorves some local capital, say, 25 per cent, to 50 per cent, 
of old banks. They suffer in their curie]it accimnt, but as to fixed 
deposits they do not suffer, for the Imperial Bank rates are lesser. , 

(v) The above note. 

Question 7A« (/) Yes, to depositors only up to 75 per cent, of 

fixed deposit. As a maximum, 50 percent, would he bettei. 

{ii) Yes, co-operative institutioii.s should be freely allowed to deposit 
in joint stock i)ank8 or lend to Government Court of Wards under proper 
safeguard. The restrictions of setv^ion 82 should not l)e relaxed. 

{tii) Yas, uiuler proper safeguards. The competition between tliem 
might be eliminated by such pr<K'ess. 

{iv) At present they wo; k on sepaiate;j^ spheres. Co-operaiive banks 
do not lend to joint st<;ck lianks nor place deposits there without the 
Tlegdstrar's saiudion — but they <‘an borrow from joint stock l)aiiks in 
case of emergency. A list of joint stock banks might be drawn up by 
the liegistrar, with whom sucdi relations might exist. The list might 
be ^periodically examined. Both are sei ving the public. 

(v) The co-operative hanks, especially central types, should be 
allowed all kinds of banking business. Rai Bahadur Sasadhar Ghosh, 
n.L., Honorary Secretary. Mymensingli Central Bank, drew up such a 
scheme and ciiscussion took place in the Tangail Co-operative Confer- 
ence, in the pre.sence of late Hon'ble Minister Nawab Sir Syed Nawabali 
Choudhury some 8 years back. 

QU0Stion 7B. (/) The rates of interest have gone down by 50 per 

cent, or more on secured and unsecured debts. 

(it) At present only 10 per c-ent. they have replaced, I guess. 

(m) The co-operative banks have nut as yet caught on the imagina- 
tion of the masses. In normal times they have to be canvassed and 
good deal of propaganda work is es.sential before any new one is tapped, 
illiteracy is one of the causes. There are very few people who can 
run the society pniperly. A sound punchayat committee, unselfish in 
nature, is difficult to get. People are so used to private money-lending, 
that such useful rules as to monthly deposits, thrift and curtailment 
of expenses looked upon as undesirable elements thrust on them. 
Village’ banks cannot focuss local capital. In the punch committee, 
sound common sense, honesty and intimate knowledge of a village 



mahajan as to how to (Lntl with loans, essential. It has beeri found 
ou experience that what a man will do ixwj^dlially correctlv will be 
full of confusions and mistakes when he doest^ Edu- 

cative improvement can only solve the difti<*ulty. A^illajrc banks militate 
against the accumulation of reserve fund. They cannot be made to 
understand that reserve fund is only for the time of urgency and it 
s^houid never bo mixed up witli working capital. If the punch eont- 
inittee could be effec tive, then the rapid growth of rural societieH- 
would be assured. 


Part I A. — Loan Offtees and Joint Stock Banks in Mufassal. 

Question 1« (^I) At district headquarters — 

(1) The Comilla Union Bank, Ltd. 

(2) The Comilla Banking* Corporation. 

(3) The Comilla Tioan Office. 

(4) The East Bengal Bank and other companies. 

(h) At subdivisional Ijeadquarters — 

(7) Bralnnanluiria liOan Company. 

{2) Bralnnaiibaria Lakshmi Bank. 

(rV) Braliiuanbaiia Coronation Bank and such otliei' companies. 

(/ ) In the villages there are about half a dozen joint stoerk banks^ 
ot recent growth, not more than 2 years old. 

Question 2« (a) Hie relative proportion of paid uj) cajiital is veiy 

low. One, witii a jiaid up share capital of Bs. IthOOO, is doing busi- 
ness for 7 lakhs. Generally, working capital is oU to (50 times of paid 
up share capital. 

(h) Reserve fund is <lis]>roportionate. It is J / 80 to 1/B)0 of the 
working capital. It is mixed up nitli working capital or investnientij 
ill lands or buildings, seldom in (Tovernment gilt edged secuirities. 

(c) Xo |)ro]u>i ti<»n fix'ed. 'Jdiey take whatever they can get. Bu| 
the cover is quite insufficient. 1/40 or less is kept for cover. In case 
of emergency they cannot ]uiy. 'i’his year current account deposit is 
not being paid by loan comiianies or joint stock 1»anks heie, wdvile the 
central co-operative bank ivS regularly paying tliein at call. Current 
accounts are run on crude unscientific (diance inetiiod, in the liojie of 
getting some money from some one, when the (*all comes. In any 
einergen(*y they are helpless and cannot cope with it. 

(V/> I think they bear a pioxiortion of 30 per cent, of the total deposit. 

QuffStion 3ft (i) The Brahmanbaria Central Co-operative Bank ban; 
the following rates of interest for deposits for following periods: — 


Per cent, 
per annum, 

3 years and more (fixed) ... ••• 7^ 

2 years (fixed) . . . . 7 

1 year (fixed) ... ... 6J 

Current ... ... 2 

Savings Bank ... ... 3| 
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The loan offioe rates are between 9 per cent, per annum to 6| per 
<'ent.’ for fixed deposits for 4, 3, 2, 1 year. In current and savings 
bank accounts the late is between 4 per cent, and 3J per cent. 

Three years generally and sometime 5 years. Ten^ yearsV fixed 
•deposit, though uncommon, is not rare. 

Quastion 4« (a) Government, etc,, 5 per cent.; (b) immovable 30 
per cent. ; (c) industrial 10 per cent. ; (d) on personal security 45 per 
cent, (sometimes this is above 50 per cent.) ; (e) jewellery 5 per cent. ; 
^/) goods railway receipt bill of lading 5 per cent. ; total 100 per cent. 

QU68ti0lt! 5« (?) Loans for various purposes carry same rates of 

interest. TTii productive or productive loans make no difference as to 
rates of interest. Hut in <‘o-operative societies the productive purpose 
loans are for short periods and as such short terms loans caiTv interest 
at j>er cent, while other loans are issued at 15jj{per cent. Loans 
are granted for periods from a month to several years. 

(it) Yes, in loan office the invariable rule is to charge compound 
interest on accumulated interest, at the close of the quarter, six months 
or a year, as the stipulation might be. In co-operative banks there 
i? no such tiling as compound interest. But in some banks a double 
late of interest, known as penalty, is realised from defaulters, but this 
is credited to profit side. And for punctual payment, rebate is also 
allowed, 

(m) Not in loan companies. Some money-lenders deduct interest 
for one quarter at the time of issuing loan. But that practice is now 
out of date, 

(ir) Yes, when overdue, notice is given and suit.s are filed in court. 

Question 6i <i) Yes, at least l/3rd of their loans is to agricul- 
turists, Avho have to pay the highest rates of interest. In some loan 
companies, they have different rates for dilferent parties, one man gets 
loan at 13 per cent, and another party for same amount gets at 24 per 
•cent. Solvent men get at lower rates. This is bad and miglit lead 
to abuse. But up-to-date loan companies do not practise such things. 
Tenuie holders and zemindars g*et at lower rates. Now that agricul- 
tural lioldings are saleable freely, they are exi>ected to get at lower 
rates. 

Agricultiuists get loans joint with sureties or on mortgaging their 
lands. 

(it) No, the loan companies are making profit on such lendings. 
They do not serve the agriculturists. The co-operative societies lend 
at unifonii and cheaper rate to rural people. The co-operative money 
is the cheapest in the land as regards rate of interest, for Rs. 10 to 
Bb. 20 can be got at 15 lO/lfitli per cent, and in some cases at 12} 
per cent, on short term. 

Question !• (?) Sometimes they punrhase properties from decretal 

•amount of loans. And they manage them. One loan company of 
Bengal owns zeinindari yielding about a lakh a year. It cannot be 
-said how much proportion is utilised in other business. It may be 
fi'om 2 per cent, to 3 per cent. 

(if) The difficulty lies in the absence o£ trained staff and a com- 
petent board of directors who can manage such things. They should 
iiave more fluid money to fall back upon, money should not be blocked 
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iii investment for long periods, money must quickly circulate and 
return back. The Comilla T^nion Bank does all kinds of banking 
even foreign remittance and telegraphic transfers. 

Question 8. (i) There is no hard and fast i-ule. Co-operative bank 

keeps Jth of its profits. Joint stock bank keeps 10 j)er cent, to 15 i>er 
cent, of profits f6r reserve fund. And reserve funds are invested in 
buildings and lands, sometimes in Government promissory notes. 

(fi) They vary. The co-oi>erative bank cannot pay more than 12J 
pei‘ cent, under the rules. The joint 8t(X‘k banks pay 60 per <‘ent. to 
20 per cent, and sometimes 80 per cent. As tlieir paid up share 
capital is too low in proportion to working capital they can pay vsu< h 
high rate. Their investments with compound interest earn 50 per cent, 
to 60 per cent. Tea coiKienis pay even more. 

Question 9« (i) Accounts are kept either in Bengali or in English. 

There are the daily Cash Book, Fixed Deposit I^edger, Loan Ledger, 
Abstract Cash Book on all heads and the vouchers. On the whole 
they follow a system midway between old account keeping and English 
methods. Double eiitrv' system is only followed in big joint stock 
banks of Calcutta and lionil)ay. 

(it) Yes, -that would facilitate matters and would be advantageous 
to all. 

Question 10. It would be well and good if they could do it. They 
could then control tlie wliole money market as to internal trade of 
the country. 

Question 11. If they will have a good trained set of directors they 
can command and focus local money centres. They can encash 
Itailway receij)t bill of lading, purcha.se and sell (Jovernment pronris- 
soiy notes, luunicipal debentures. 'I’he Jalpaiguri Tea and Trading 
Co., Comilla Union Bank and Bengal Central Bank are doing this. 
Other loan offices might follow. 

Question 12. None as yet. Generally due to had investments due 
to dishonesty of directors. Insecure ‘loans to a great extent are issued 
and when the time foi^ repayment coinCvS, there is an inevita!)le (uush. 
The Bengal National Bank is a typical case. Foi' speculative pur- 
poses loans are not issued so extensively; cotisecpienily speculation does 
not play a great factor in failures. 1 sliould say intentional wrong 
investment with no hackiiig of asset is the cause of failure. 

Part II. — Indigenous Banking. 

Question 1- The indigenous bankers are of two kinds: (1) indivi- 
dnaUs personal account and (2) iorporate bodies’ a(*count. Generally a 
rich local merchant lends money to people. And his confidence in 
others' estimate encourages people to flock to him and keep their 
money, ornaments for safe custody. Generally, it i.s only a vsafe deposit 
with no interest. At times it carries interest varying from 5 per cent, 
to 9 per cent. lie can utilise their money in his business. He pays 
them on demand or at the end of the stipulated period. Widows often 
keep money with them, as they have implicit faith in his honesty. 

Question 2. There are partneship finns which <*aiTy on this busi- 
ness, e.g., Kambilas Gonesli Bhabakt. Having agencies at trade 
centres they cany on hundi business. A trader deposits with Ram 



540 


Bilas in Chittagong' Rs. 10,0(MJ and wanti^ a draft on Calcutta for hi# 
friend. Ram Bilas’s finn gives a letter to the trader and he sends it to 
his Calcutta friend, who cashes the chit, by presenting it in Calcutta 
office of Rain Bilas. The finn charges a fee sometimes 4 annas per 
cent. The firm advanc^es money to suppliers of cloth and purchases 
finished goods and exporis them at pitjfit. They keep as pledge 
ornaments and lend money on that security. 

The indigenous banker is a chief factor in the internal trade of the 
C'onutry. He finances all trades in all its grades; only the upper branch 
is controlled by Euroj>ean banks. Though he charges high interest 
to cover losses, witlioiit his financial aid trade would be crippled, and 
even artisans would not get their wages. He lends to agriculturists, 
artisans, wYnkmen and even to capitalists. 

Question 3« (a) It must be a big figure. It must be several 

croies. 

( fj) They tenu h the fringe of each trade : (1) advancing to agricul- 
turists, (2) to w'orkmeii, (3) to artiscins of all kinds, (4) distribution of 
goods by selling. They are in every knowm trade. 

({/) Between one indigenous bank and another there is co-ordination 
and each helps the other in his transaction of business. If a defaulter 
goes to another bank, it realises the dues of his old bank. This is 
trade honesty. The Imperial Bank of India is the top bank. The 
dealers transact tbrongh the Imperial flank at times. 

I'lie co-openitive banks do not play any active part in the trade and 
business of the country, except the Bengal l^rovincial Co-operative 
Bank, ^vhich finances jute for its 21 agencies. 

Question 4. Hundis are at sight, or on credit for -lO days, GO days, 
or 90 days. They are largely availed of in centies wliere there is no 
branch of big Euiopean banks. Sometime they collect dues of their 
customers, 

’ Question 5. (/) They issue loans on the supposed hyjwthecation 

of goods. They (diarge interest up to 12 per cent.; cash ci-edits are 
allowed to approved customers to the extent of his finaiuial stability 
which is fixed beforehand. Terms are for ime month to a year. 
Transactions take place before witnesses. 

(if) Their ow’ii cash and fundv^i and temporary loans from mahajans^ 
dej)osiis placed, wdth them, help them to some extent to carry on busi- 
ness* Deposits might l)e 20 per cent, of tlu^ir capital on rough estimate. 

(iii) From 9 p^r cent, to 12 per cent. For short periods it is more. 
For long periods it is less. 

(iv) Their hundiea are not generally rediscounted by the Imperial 
Bank or the Central Bank of India, or the Bank of India. 

They might place Government promissory notes w itli the Imperial 
Bank of India and obtain overdmffcs for the amount and rediscount 
bills, hundies. 

QUMtion 6. (j‘) The rates of interest vary from 24 per cent, to 48 

per cent. In paddy or grain debt the repayment is 50 per cent, above 

amount taken. 

(it) If all the loan companies combine and a good number of 
indigenous bankers combine the desired result would be achieved. 
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(tit) Yes, the profits would leave luuch margin tor better standard 
of living. 

Question 7. (/) No, none. Sonietinies tliey are cursed us profiteers 

only. 

(h) Yes, their books of ac<‘ounts, if properly kept, jiie recognised 
in law courts. 

(in) None at present. It would increase personal greed. 

(ji?) Generally on sound lines, but there are some black sheep who 
keep two .set.s of account books and defraud their customers who are 
not so clever. 

(r) The remedy is literacy of the customers. Periodical examina. 
tion of their books of jiccounts by inspection of banks would act as 
check on false entry. 

Question 8. (i) They should form themselves into corporate 

bodies licensed by Act of Governuient, instead of acting individually. 

(//V) A licensing Act might be passed. A power of arbitration to 
settle disputes regarding ac(*ount might be allowed to the body. 

(rr) They would certainly resent it at first, but would gradually 
submit later on. 

Question 9n The net return would be betw^een 5 per cent, to 7 per 
cent, on the total working capital utilised. If allowance is made for 
bad debts, it might l)e les.s by i per cent. 

Question 10. They cannot meet all demands for ac(on)modation 
and have to refuse customers now and then, sometimes for insutlicient 
security and sometimes for want of funds. It is diiliiult to mention 
proportion. It might be half and half. 

Question 11. (/) All indigenous bankers federated to a big Indian 

Bank in Calcutia would serve (he purpose. 

(/’/) If a central reserve bank be established and if all indigenous 
bankers l)e affiliated to it, with local branclras in each district and sub- 
division it would seiVe the purpose. The local directorate at district or 
subdivisional headquarters should be advisory. 

(iit) It is difficult to answer this question. \. mixed directorate 
composed of Indians and Europeans half and half would inspire 
confidence in the bank. Purely biisiiiessmen should l>e taken. 

The local knowledge of the directors who would be businessmen 
could then be utilised. 

(iv) Wben a large body of indigenous banks are incorp<irated, the 
opposition will go away. Let them be shareholders at the first instance. 

Question 12. (i) No. 

(ii) No. There is concentration of eai)ital at metropolis and big 
trade centres for other causes. 

(Hi) These funds cannot be kept in check in any centre. With 
development of local industries on big scale some mont^y would cease 
to flow to the capital and l>e locked up in districts. 
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Part III.— ifivastment Habit and Attraction of Capital. 

Quostiim 1 . (iv) Not as yet. 

(r) More branches of recognised banks must first be established. 

(tn) Indian women invest in ornaments of gold and silver as a 
social custom. On an average a woman has ornaments for about Rs. 
300, and taking 24 lakhs of people of this distri<‘t, half to be women, 
deducting children 2 lakhs, there remains 10 lakhs, 10 lakhs x 300 ^30 
crores in silver and gold. In one district there being 30 crores, 27 dis- 
tricts of Bengal (27x30) =810 crores lies invested in Bengal in gold 
and silver. Ornaments lo^e their 25 per cent, on making and on sale 
they realise half the cost. There is thus a depreciation of 50 per cent* 
of capital for nothing. When there is proper banking facilities and 
people would be sure of getting back (Mipital such habits would dis- 
appear and the country would get the benefit of this huge capital of 
800 fTores. These would give impetus to any nuinl>er of industries. 
Women wear ornaments for beauty, as well as for safe savings to fall 
back upon in case of difficulty. 

Question 2. (f) Yes, to some extent, but the low rate of interest 

offered does not attract many customers. 

(it) Yes, the rate might be increased. 

(lii) Rates too low for ordinary public. Post office can safely 
introduce fixed deposits on sliding scale. 

(iv) All cdasses of people resort to the Post Office Savings Banks. 

(?f) Yes, by offering higher rates. 

(vi) Government competition might not be desirable, but as a 
special measure, such higher rate postal cash certificate M’ould benefit 
public and would serve as a national debt. 

Question 3. (i) In Calcutta, Government securitras can be easily 

bought and sold. In niufassal there is no market for want of such 
facilities. The Imperial Bank might open more branches or local banks 
might do the same. If such facilities are offered in mufassal, the 
Government promissory notes might be easily bought and sold. Ixxa^l 
post offices might do the same. That would bring in some income to 
post offic e. Pe<3ple in mufassal generally invest in land for they con- 
sider that to be the V)est of all securities. If all sub-post offices in 
India could be the agencies for purcdiasing and sale of Government 
paper, a big and unlimited field for suc h transactions would be opened 
up at once. It is time for considering seriotisly s\ich a new scheme. 

(it) In the mufassal there are no special or any kind of facrilities for 
purchase of other securities as well. The stoc k or bonds, Indian or 
foreign, cannot be bought or sold in any mufassal town. There are no 
agencies for such purpose. Important towms, with a population of over 
20,000, might try to create a market for such sale of stock or bonds, 
municipal or Port Trust debentures, Indian railway shares, if any 
reliable stock broker could open up agencies and offer facilities. At 
present all investments of the agriculturists are locked in land. Many 
people, even halt educated people, have no idea that there might be 
investments other than on land. 

(iH) In a mufassal district town or a subdivisional town, there are 
three classes of people generally — rich, middle upper and lower, and 
poor. As to the last, we can safdy assume that they have no savings. 
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As to lower middle class, their margin is low, whatever savings they 
have, is spent in purchase of land, or having a hou»^ or furniture, in 
educating children and giving their daughters in marriage. As to the 
upper middle class and the rich, their prime tendency is for purchasing 
land for they consider that to be best. The lower middle class pur- 
chase agricuitunil land whereas the upper middle class purchase taluka 
or zemindari rights. They (upper middle and rich) also engage in 
moneydending business individually. They are money-lenders for the 
following reasons : — 

(1) There is a safe i^tum, for the money and the rate of interest 
is good from 12 per cent, to 36 per cent, for good investments. There 
is a proverb in Hengal that one rupee, in half a century of investment, 
compounded, makes a lakh. 

(2) Thera is a hold on the person who liecomes a debtor. There are 
such incidental advantages, as seiwice for him, as a day labourer, cr 
messenger on occasions. 

(3) Theie are good chan(*es of agricultural holdings and taluk righta 
and even zemindaries passing into the hands of mahajaiis. Many rich 
zemindars of Bengal can trace their origin to money-lending of their 
forefathers. 

(4) Some lendings are given with an eye to proi)erty. And » 
tacked property can never go elsewhere. Such proi>erties are pui chased 
cheaply and easily for at-cumulated interests are not (ousidered aa 
direct payment. 

(5) IMedging business on gold and jewellery also brings in such 
articles to the money-lendei* easily and at less than ordinary maiket 
price. There is one class of nefarious inahajans who have dealings with 
the underground world. Thieves and dacoits must have u safe j)laco 
and ]>arty to dispose of their stolen articles. Some inahajans clandes* 
finely pur(*hase such goods at nominal price. Gold ami silver and 
arficies worth Its. TOO are purchased for Its. 20. And these under- 
grotind people are given advan(*es to live upon fi*oni time to time when 
their season is dull. It ])rings in money quickly and the profits are 
considerable, as the risk is also great for, they do this business with one 
foot in jail. The police knows them, but will not hunt their place of 
business for they are heavily bribed. Some of them pay monthly sums 
to police. Gambling is also another source of income in these under- 
ground world. 

(ir) Yes, big farmers lend to small farmers. The terms are the 
same as with mahajans, or there might be stiyuilation tf» give so miudi 
labour to his field. The fanners big or small in\\?st their savings in 
land. Whatever they earn in pi’osperous year is, however, spent up 
in a lean year. In Bengal the cycle for a lean year is at the close of 
each third or fifth year. All savings are eaten up. 

Qll6stion 4* ({) Cheque habit is confined to big metropolitan towns 

and trade centres only. It is growing but not as quickly as it 
ought to do. in mufassal centres it is a rarity. 

(ii) I think by abolition of the duty, use of cheques is gindually 
increasing, banks should introduce vernacular cheques to make it 
popular. 

(Hi) Upper rich and upper middle classes in big towns and 
merchants coming at trade rentres, big firms and their agencies do uses 
cheques when theie are immediate facilities for cashing them*. 



All paymenta alwve Ra. 100 might be by ehequea. In mnfassal 
Ihe habit has to be raeated. Some 25 years ago Government currency 
notes were rare in mufassal, but within a quarter of a century of ite 
introduction all payments even in villages are by Government currency 
riiotes. Silver is now rare. People have been accustomed to Government 
.currency notes and do like it. Cheques might be so by habit. 

(it?) Yes, it is w^orth experimenting. 

QuestfOn 5# (i) Yes, it is so in all countries. The margin of 

profit and balance of savings are less in India, hence investmeirfs are 

crude and mostly in land. The idea of valuable security in share and 
vBtock purchase has to be taught. 

(n) Want of money. It is a poor country. 

(/if) These can be taught by means of subjects in text books from 
Class VI to Matriculation class. These ought to be ingrained in their 
childhood. Political Economy Primer ought to be a compulsory 
subject in Matric. 

(ir) It has attracted and focussed all available local (apital at. 

centres where there are branches. It has absorl^^d 90 per cent, of the 

nccounts of other joint stock banks. Other joint stock banks suffer by 
competition with it. No one can compete w^ith the Imperial Bank of 
India, and its branches, in India. 


92. 

Mr. Manishinath Basu, B.L., Assistant Secretary! Midnapore Central 

Co-operative Bankp Ltd. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (/) (a) The agriculturist in my district obtains finance For 
expenses of cultivation (1) from the village mahajan or (2) from the 
co-operative credit society, w’^here such society exists in the village. In 
the former case he either pawns his wife's orjmments oi* other mov- 
ubles, or executes a mortgage bond in favour of the creditor. Some- 
times he gets the loans by executing handnotes or simple bonds and, in 
some instances, even without executing any document. I kiiow^ of 
cases w’here the simple agricuilturist merely signs a blank stamp paper 
and gets the loan and tlie rapacious money-lender afterwards fills up 
the bond :inserting any terms he thinks to be to his advantage; it is 
needless to say, these tenns are ruinous to the i)oor jieasant. 

(h) The agriculturist in my district spends nothing for capital and 
permanent improvements ; all that he does is to repair the ails surround- 
ing a i)lot of land; this is done in so haphaKaid a manner, that the 
repair cannot withstand the ravages of a year. Little or nothing is 
spent in such repairs. The agriculturist manures his land Init that 
floes not effect any permanent improvement, 

(r) The apiculturist if he has to contract loans for paying rent or 
for failure of monsoon, adopts the same method as has been described 
^above, 

(iif’The rates of interest generally charged in my district for such 
' advances range from 12 per cent, per annum to 48 per cent, per annum ; 
;in rare esaes the rate of interest reaches up to 75 per cent, per annum. 
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Generally, the period or repaMuent is fixed at about a year after, 
btft eoinetimes the period is niueh less and sometimes the period goes 
up to 3 years, 

« I have indicated above the nature of the security that is generally 
accepted; standing crops are rarely accepted as security. 

Sometimes the loan taken is doubled and the amount thus obtained 
is distributed over a jieriod of 6 to 12 years by way of instalments, 
and provision is made that the debtor will have to pay interest at u 
high rate in case of default of any instalment either on the defaulted 
instalment or on the whole amount remaining due at the time. 

It is ver>’ difficult to form an cstimatie as to the percentages of 
secured and unsecured loans in my district. Any such estimate is 
likely to be wide of the mark. I believe that the percentage of xin* 
secured loans is much higher than the percentage of secured loans. 

(/?V) The only part which the Government plays in agricul rural 
finance is by issuing tact avi loans in times of distiess; sometimes the 
agriculturist gets remission of a portion of the chaukidari tax in times 
of similar disrress and is thus enabled to employ his scanty resources 
in agriculture. The taccavi loans are realised from the agriculturists 
as soon as the crops are cut and gathered. 

The Imperial Bank of India, the joint stock banks (none exists 
in Midnai)()re), the indigenous banks and bankers (none exists in 
Midnaporei do not play any part in agriculiural finance. 

The co-operative hanks play a great part in agrioiiltural finance 
where they exist. These societies issue loans to their members mainly 
for the purpose of carrying on cultivation, buying seeds and doing 
other works incidental To agriculture. These societies or banks lend 
money at a lower rate of interest thus enabling the agriculturists to 
lay by something for future use. 

It is however the professional money-lenders who are the largest sup- 
pliei's of capital in agricultural finance. They lend money to the agri- 
culturists and thus enable them to buy seeds and carry on cultivation. 
They hoxvever charge such a high rate of interest or impose such hard 
conditions that the agriculturist is never able to get out of their clutches 
and is thus in a (*hronic stjite of indebtedness. 

Merchants and dealers play an important part in agricultural 
finance. They buy the crops raised by the agriculturist. If the price 
offered by them is high, the agriculturist is able to repay a great deal 
of his debts, store up enough seeds for future cultivation, and save some 
capital for use during next cultivation. If the price olfered is low, 
the agriculturist suffers great distress. The price of crops is no doubt 
regulated to a great extent by the law of demand and supply. But 
sometimes the merchants and dealers take advantage of the illiteracy 
and poverty of the agriculturist and reduce the price to a low figure. 
The number of merchants and dealers being small and there being 
scarcely any competition, the agriculturist has to sell his crops at the 
price offered. Other merchants and dealers supply the agriculturist 
with the implements of agriculture. 

There is no organisation giving credit (e.g., companies trading 
in fertilisers, eTc.) in Midnapore and the i>oor agriculturist does not 
know the existence, if any, of such companies. 


36 
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(iv) I am unable to give any estimate of the total amount of capital 
required for the various purposes stated above. Any such estimate is 
likely to be wide of the mark. 

(c) There is no real system of hnaneiug agriculture at pi-esetit. 
Nobody helps the poor peasants in financing agriculture. The Govern- 
meut seems to be supremely indifferent in this respect. It is only when 
the crops are entirely destroyed and the distress of the agriculturists 
become very acute, that the Government conies foru ard with their tacv 
cavi loans. In other years the agriculturists have to find out their own 
finances. They generally resort to village mahajana who make a 
capital profit out of their distress. The co-operative societies, where 
they exist, no doubt help the poor agriculturists ; but their capital 
being small, no apiireciable l>enefit is done to the distressed peasants. 

The agriculturists are thus financed ino>tly by the village mahajans. 
The agriculturists being reckless spendthrifts, these mahajans nin a 
great risk in advancing loans to them. They therefore charge a high 
rate of interest; another cause for the high rate of interest is the paiici- 
tv of such mahajans. The agriculturists often fail to pay ^ oft' 
tliese mahajans as these are, as a class, shrewd and realise 
from the simple illiterate agriculturists who are afraid of offending 
them, far more than they are eniiled to get. There is thus an eteiiial 
conflict between labour and capital in which <he labour is bound to 
suft'er unless it is more edu<‘ated and moie advamed and unless the 
monopoly of capital is destroyed. 

The reniedv therefore must be soughi for in measujcs wliicli would 
educate the poor agri(*uhurists, make them more thrifty and self-re- 
liant and in measures which would destroy the monopoly of <‘apitat 
su<‘h us that which exists at present. I would suggest the establish- 
ment of agricultural banks in every village or group of villages by 
the Goveniment or l>y the enlightened rich persons, wherefrom systema- 
tic loans for financing agriculture may be advanced at a low late of 
interest, the interest and principal or a major portion of it being reali- 
sed as soon as the crops are cut and gathered. These banks will also 
‘store seedlings of the various crops that are grown or intended for 
growing in the neighbourhood. The cf)-operrttive societies may also be 
made to incdude agiicultural V>anks as a department or the banks may 
be conducted on co-o]>erative principles. They may l)e pbu’ed under 
the direct supervision of the (fovernment for some years at the eom- 
nieticement; the Government renouncing control as soon as fit and pro- 
per person.s are found ready to conduct the business of the bank with 
profit. 

(ri} There is no co-ordination amongst the various credit agencievS 
enumerated above. On the contraiy, there is much rivalry between 
the said agencies (except the Government where it advances taccavi 
loan). The village mahajans look iipon the efforts of other agencies with 
suspicion a.s these only serve to diminish the profits which they otherwise 
might have obtained,*' I do not think there can be any coWdination, 
so Tong as the various credit agencies for financing agriculture consider 
themselves to be rivals of one another. At present, the village maha- 
jans are the most powerful of all the credit agencies, as their activities 
are more resourceful and more widespread than those of the others. 
There is much srape for improvement if co-ordination is desired* 
amongst the various agencies. Arrangements may be made amongst- 
the agencies that a particular agency is to finance in certain times: 
and under certain circumstances. This will exclude rivalry. But I 
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dd liot think that such an arrangement is poj^sible no^^^ These village 
niuhajans are not likely to agree to any terms which are likely to 
deci'ease their profit. 

QliestiOfl 2. {%) In some parts of this district the raiyat himself 

brings the gieater portion of his crops to the nearest mart or storehouse 
(gola) for sale; he disposes of a small portion of his crops at the nearest 
hat to meet his urgent requirements. The owner of the storehouse or 
the dealer in paddy buys the crops at the mart and conveys it to suitably 
situated locality (e.g.^ Harikhali), whence it is taken to Calcutta and 
other places for sale. In other parts of the district, the raiyat brings 
the major portion of his crops to the side of rivers like the Kalighai 
where the crops are pqrdiased by dealers who carry them to Harikhuli, 
Geonkhali oi other (‘onveniently situated places for being carrie<i to 
Calcutta and otlier plates for sale or export. In some places dealers 
of paddy buy U]) the crops and retain them, waiting tor a favourable 
oppoi'tunity to sell them off at much higher prices. 

Most of the raiyats are una})le to liold up his crop tor a better price. 
Being poor, they aie entirely dependant on the crop for sui)ply of 
necessaries of life and* for payment of rent to the landlords. The price 
of p.ddy generally goes up during the rainy season. The poor raiyat 
(Uiiiiot (ifford to wait till tiuni, as in the rueaiiliiue lie has to provide 
hiniselt and his family with food, appuiels and other necessaries of 
life. He lias to pay rent to his landlords who are insistent on their 
flues being immediately paid, as they know full well that the raiyat 
will soon run through his stock and will not be able to jiay rent there- 
aftei*. The village mahajan has uls(* to he paid and these money- 
lenders also wait for the time when the crop will he (*iit and gatliered 
for a similar leason. Thus the raiyat is (ompelled to sell his ciops at 
the earliest possible moment at whatever piice lie gets for them. 

Besides paddy, other crops are also grown in this district, but in 
every case, the raiyat is liependent on tlie dealers for disposal of the 
piodiice. He does not, in fact, get much for his labour and the con- 
.sumer also has to pay a high price for the produce. The major p<ution 
of the profits is thus appropriated by middlemen. Sometimes these 
middlemen advance Joans long before the crops are ripe for haiwesting. 
The raiyats leadily a(cept these amounts which, needless to say, are 
far below the real pi ice ; Imt tiiey soon spend the amounts thus obtained 
and thus sink deeper and deeper into poverty. 

(li) In my opinion it is possible to form pools for marketing pro- 
duce; or else, there should be some co-operative effort to save these 
raiyats from the condition described above. They are, no doubt, veiy 
simple; but, some of them are intelligent. With tlie advance of llieir 
education and mending of their habits, they would soon realise the 
importance of combination amongst themselves for undertaking such 
enterprises as are now performed by middlemen. Co-operative societies 
have been successful to some extent in this district, and there is no 
reason why similar ventures for marketing produce would not be 
Fuwessful, Some paddy sale societies have been started in this district 
tor marketing produce. If they have not attained that success which 
they deserve, it is mainly because they are not finding adequate 
market for their produce. A central organisation should be established 
in Calcutta where all these societies would find a ready market for 
sale of paddy sent to them. With the success of such ventures, other 
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co-operative institutions or pools be establisbed, thus beneftting 

tbe poor raiyats. 

(Hi) There are some co-operative sale societies in our district. The 
gTowen of paddy are the members of such societies; and those who 
want to sell paddy a)'e also its meiubers, Tlie {growers of paddy briny 
paddy to the society for sale; and gel a certain amount of profit. It 
the sale societies thrive, these growers of paddy will get a further 
profit— -the profit which is now appropriated by middlemen — by way 
of dividends. It should therefor'e he the endeavour of the Co-operative 
Department to see that such institutions are established in large numbers 
and that they thrive. 

Sometime ago, a central Depot was established near Calcutta and 
these paddy sale societies are linked to it. These societies are at present 
financed by the co-operative hanks to which they are affiliated. Dp 
to this time, they have not experienced any difficulty in obtaining 
sufficient funds. But their stability is not yet assured; hence the banks 
lend them money cautiously. 

(iv) To my knowledge, no credit facilities required for financing 
products during marketing exist at present. The middlemen generally 
perform this pai*t of the work out of their own funds. Even if they 
■bori-ow, they borrow from money-lenders, to whom they repay the 
amount with interest, but no special credit facilities exist. 

If financing of products during marketing is to be done by organi- 
■fiations, they should l>e provided with facilities for doing this - for this 
•purpose they .should be affiliated to some institution wlience they can 
•readily obtain money for the purpose fd conveying products to a central 
anart or market for sale at an ade(|uate price. Without this their 
whole existence might l)e useless. They should also be provided with 
money for keeping the products in stock and preserving them till a 
time comes when adequate price will be obtained. 

(r) As I have no experience of foreign trade I am unable to answer 
this question. I think there should not be any difference. 

(vi) In my district, hanks and bankers do not play any part in 
•export or import trade mentioned in the question under reply. But 
merchants and dealers are at present almost exclusively occupied in 
the said export and import trade.s. The merchants and dealers pay the 
•entire expnse of the export trade from the hat or gola to the port 
Harikhah, etc. ; but they do not pay the expense of bringing the pro- 
sluct from the village to the hat or gola. They have also to bear the 
cost of pi-eservinp the produce during storage or conveyance. Another 
set of dealers bring these products from the ports to the distributing 
centres and bear all expenses incident thereto ; the consumer buys the 
products from the distributing centres or from firms and “fehops which 
purchase the products from these distributing centres. 

(yi-a) As in my disti'ict the financing is generally done entirely by 
» third party independently, on his own account, the question of terms 
for financing of trade does not arise. The third party mentioned above 
may consist of one person or a number of persons acting ae partners. 

I do not know of any difficulties experienced in connection with the 
above financing. 

. If the ports and distributing centres of the district are iocatetl ifi 
places where pi-oducts can be brought easily or with the least possible 
expenses; or, if that is not practicable, other centres for import and 
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e:^p<irt are established at places wbere the produce can be brought, or* 
from where it can be sent on to the port or to the distributing centres - 
wMh the least possible expense, the cost of transport may be lessened, 
if the enth'e cost of triMisport is paid by a single person or body of 
persons, financial facilities are likely to improve. 

(vi-b) In my district the gi'ower of produce does not get the full 
value of his produce ; but this is hot on account of the speculative buying 
and selling activities of firms and companies who deal in the exjiort trade, 
for there is no such activity in this district ; it may be partly due to the 
control of prices by outside bodies. 

If the groh-ers can control the movement of the produce up to the 
time when it reaches the consumer or at least up to the time when it 
reaches the distributing centres they are likely to get the full value of 
the produce. For this purpose the growers should establish co-tipeintive 
institutions or joint-stock companies whose sole business would bo to 
transport produce to the distributing centres and ultimately to the 
consumer. It may lie necessary to establish co-operative institutions or 
joint-stock companies in many places, but as these institutions will co- 
operate w'ith one another and would be linked together financially these 
institutions will be able to control the prices. As the grbwers will 
combine to form such companies or institutions, they will not only get 
full value of the produce but will also get a share of the profits which 
is now entirely obtained by the out.«ideis. 

(r/i) I have no reason to think so; in my district. 

(rut) The only mode available to the public now is remittance 
ihrougb post ofiice. 

Some banks enjoy the privilege of sending money by Remittance 
Transfer Receipt. 

In my district there are no cheques or hundis or negotiable 
instruments. 

(i.t) Cheques and hundis or negotiable instrnmenis should be freely 
introduced. These, however, are instruments of credit and so long as 
an institution does not e.stablish credit, it is not likely that these would 
be in current use. 

(x), (xi), (xii), {xiii), (xv) and (xn) Rills, hundis and negotiable 
instruments are not in use in this district. 

(xvii) and (xviit) No such instrument ia employed to my knowledge. 

Qtt^ion 3. (/) The value of land per acre varies in different 

localities. This variation is howe\’er due to causes other than growing 
of different crops. Value of paddy lands per acre varies from Rs. 100 
to Rs. 1,000; value of Kala lands per acre from Rs. aO to Rs. 1,000. 

(u) In my district, lands are generally divided into two classes — 

(1) Paddy lands; the value of such 1and.s does not depend on the 
different kinds of paddy grown. 

(2) Kala and Dhosa lands; these lands produce jute and rahi crops, 
silk cocoons, mats, etc.; and even some kinds of paddy. These lands 
are therefore in some loca]itie.s more valuable than paddy lands, and 
therefore a higher rent is generally assessed on these lands. Now-a- 
days rahi crops, jute, mat, etc., are* only grown in some localities. In 
many parts of the district nothing is grown on Kala lands. Hence the 
value of these lands, except in localities tvhere they yield some produce, 
have considerably gone down. 



I have indicated one factor which regulates ftie value of l^^f 
other factors are— . t 

{a) The fall in the price of coins resulting in the con'espon^^f 
rise in the price not only of lands but also of the pioduce. 

The produce of lands is now sold at a much higher price than 
formerly. Profits measured in coins have also gone up; hence the price 
of lands is going up. 

(6) Now-a-days there are many who are eager to 'buy lands. The 
peasants generally have* a reckless desire to buy lands, even 
if they have to borrow for the said purpose. The result is 
that there is a large class of people always ready to purchase 
lands. The value of the land is thus increased by the law 
of demand and supply. 

(c) If the land is particularly convenient to a certain person, he 

pays a fancy price for it, if the seller demands it. 

(d) Value of lauds also deiiends on its qvHlity and the (luantity of 

produce. ‘ 

Hitherto I have been speaking of sales by private negotiation. 

But in auction sale by Government, the property generally does 
not fetch its real value. The value depends on the paucity or sufficiency 
of bidders, and thus largely on the publication of sale notices. In 
auction sales by Government the sale notices are, oftener than not, 
inade<iuately published and sometimes not published at all. There is 
nobody to check the returns made by peons who are entrusted with 
such service. The peons also commit mistakes owing to absence of 
local knowledge or an identifier. The Sun . Set T^aw also encourages 
non-publication of sale notices by making provision for setting aside 
sales only in certain cases and under ceitain circumstances. 

In court sales, better measures are taken for the service of sale pro- 
clamations. In many cases, however, the decree-holders suppress sale 
notices for the purpose of purchasing properties at a low price. The 
law provides some checks in such cases, but the influential decree-holders 
do always get round such provisions by winning over persons who might 
have deposed for the judgment-debtors and by other foul means (such 
as bribing the peon, etc.). Hence in court soles real value is not 
obtained as a general rule. ‘This is a notorious fact and is well-known 
to the judiciaiy. The presence of a large number of bidders generally 
tends to raise the price and in some instances, the price paid is far 
higher than the real price ; but such cases are rare. 

It is a truism that forced sales do not bring the same price as private 
sales. 

QirastilMI 4* (i) There is no legal impediment with regard to land 

^nerally, except so far as is laid (lowu in section 6 of the Transfer of 
Property Act; put there is such impediment in case of agricultural 
holdmgs. Section 26 G of the Bengal Tenancy Act prohibits complete 
nsufructnary mortgage by occupancy-raiyat for a period exceeding 15 
years. AH xuch mortgages must be registered. 

<*») The amended Bengal Tenancy Act has only been in opemtiou 
for the last 10 months; — a period quite inadequate for forming 
opinion regarding its operation or effect. So far, I do not find that 
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of tlie a|rricultorist8 has been influenced in any way b.v its 
dplil^iion. Almost all the agriculturists had no credit before; the 
mn^ded 'Bengal Tenancy Act has not yet brought into existence any 
credit hf the agriculturists. 

{in) Smallness of holdings may to some extent stand in the way of 
loiig tenn credit institutions; inasmuch as the security being small, 
the institutions will not be able to allow the loan to stand for a long 
tii^.^ The money advanced may be allowed to increase so long as the 
principal and interest do not come up to the value of the property 
secured. 

But the mabajans, in such cases, advance such a small amount as 
even after 12 years does not come up to the value of the property 
secured. If such precaution is taken, smallness of holding will not 
stand in the way of long tenn credit institutions. 

1 do not think fragmentation of holdings atrer mortgage stands 
in the way of long term credit institutions If such fragmentatioU 
of holdings takes place before the loan is advanced, the above remarkf 
will apply. 

(iv) No. 

(r) This question does not arise in my district. 

<rf) First, regarding land mortgage banks — 

The esiahlishment of such banks as co-opei'ative institutions may 
benefit the people a great deal; but these banks should not be e.staVt- 
lished as i-ivals of co-operative societies or lianks. If land mortgage 
banks are established and worked on co-operative principles, they 
would be really so man.v co-operative societies holding ample sec'urities 
for the mone 3 ’ advanced. The risk attendant being smaller, the 
interest charged may be made less than what is charged at present by 
the co-operative societies. 

If these banks serve as bankers to the agriculturists these may bring 
whatever may legitimately be spared out of the harvest to the coffers 
of the bank. The bank after paying off the rent due to the landlord 
will appropriate the balance towards the liquidation of its ow’n debts. 
The landlords will l)e gratified hj' timely' payment of their ow'ii dues. 
Thus the land mortgage banks may be useful both to the landlords 
and the tenants. If the tenants’ debt to the bank remains unpaid for 
a long time and it continues to accumulate, provision may be made 
that the hank will take possession of the secured property and: cultivate 
it, as usufructuary mortgagee; but at the same time paying a reason, 
able amount to the Iwrrower for his subsistence. Ordinarily all 
mortgages should be simple mortgages. 

Regarding agricultural banks — 

I am in favour of establishing such banks throughout the Province 
in preference to land mortgage banks, for the benefit of the agricul- 
turists. If agricultural banks are established, they should be vested 
with all the alwve functions of land mortgage banks; for I do not 
think rival institutions should be set up in the same locality. I believe 
that agricultural banks are likelv to be more useful than land mort> 
|rage banks. The agricultural banks will encourage agriculture by 
indumng the agriculturists to sow and cultivate various sorts of seed- 
lings, for ngriculture; they will advance seedlings to the agriculturists 
whenever they are in need for it. [See my reply to Question 1 (r).] 
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They may also sen^e hliiireiiositories of all sorts of jfiainis pK^u^ed 
hy the agriculturists, i.e., tae agiiculturists will tleposit the whole ipf 
the crops pro<luced by tliHu in the agricultural bank and the bank wijt 
provide means of subsistence Jfglr him and bis family for the vhole of 
the year until another crop is jproduced and will, out of -the Bttrp|;hs, 
pay the landlord’s dues and the dues of the creditors — as much as is 
possible to pay. If funds permit, the bank will retain experts who 
will train the agriculturists in improved methods of cultivation *nd 
in improving the so^w 'Such banks, to l)e successful, must be' conducted 
by efficient men ; as there is considerable dearth of such men in the 
mufassal, such banks will have to he establisbad in some selected places 
at first. Here men will be trained to conduct business and gradually 
agricultural banks will spiead over the countiy, conducted by men 
trained in the already established banks. The landlords will thus he 
assured of their dues and of the best use of their lands; the tenants 
will also gradually be freed of tbeir liabilities; and will' be trained to 
khow how to spend. If necessary, these institutions will also advance 
money or paddy to the agriculturists on the security of their properties. 
The agricultural banks may also take possession of the agriculturists’ 
properties to recoupe themselves out of the usufruct, where essentially 
nec'essary. Such hanks will be conducted on co-operative principles 
and will supersede the co-operative societies now existing; for no rival 
institution should be maintained. These banks should Ikj unlimited 
liability societies and should be safeguarded by legislation. 

. (riV) (a) I do not think it is possible so to prepare and frame the 
record-of-rights as to exclude the possibility of disputes and claims by 

{ larties other than those who are the clients of the hank. If iiy legis* 
ation, the entries in ,a recoi-d-of-rights are made conclusive evidence 
of the facts represented therein, then only such possibility may be 
excluded. But there are many difficulties to such a, course. The 
record-of-rights are, in their preliminai-y ,^tage, prepared by low-paid 
officers who are prone to all sorts of corruption. Though high-paid 
officrers are subsequently employed to correct such i-ecords, they are 
directed to finish their awfully heavy duties within an incredibly short 
time. They are asked to enquiie into the fact of possession only; they 
make no enquiries regarding title. As those officers have to come to 
a decision within an incredibly short time, they cannot take the same 
degree of interest and care in coming to decision as they otberwiso 
might have done; they have not time enough to take sufficient evidenco 
or to sift and weigh evidence already taken. Thus oftener than not 
mistakes creep in and it would be unjust to make these entries conclu- 
sive evidence of facts represented therein. If it is desired that record- 
of-rights is to be evidence of ownership, experienced judicial officej-s 
should l)e deputed to mufa.ssal to enquire into the fact of ownei-ship of 
every plot and sufficient time should be_ given to them to take evidence 
of title and possession, to sift such evidence and come to a decision, 
'fhese decisions should be tested in appeal by experienced judicial 
officeits i® intricate cases by the Hon’hle J udge of the High Court. 
'This would be usurping the functions of a Civil Court; and wauhl 
involve a good deal of expenditure which it may not be possible for 
the Oovernment to defray. It has therefore been thought neceraary-— 
and I tynk rightly- — ^that in preparing record-of-rights, the only fact 
^hich need be gone into is the question of possession. The - entries in 
6 record-of-rights would be more reliable than at present if more timn 



653 


in or a greater Bumber ot capable officers are employed in 

its preparation* 

The record-of-rights as recently prepared in the Hidnapore distiict 
18 not a complex thing and the referencje also is simple; it would^ how* 
ever, much facilitate reference if the -^names of the reminders, the 
tenure-holders (if any), the raiyats and the under-raiyats (if any) are 
all printed on the obverse side and the plots forming a holding on the 
reverse. Such khatian would also mention the rent payable by the 
tenure-holders and the raiyat (mentioning the shamilat interests where 
necessary). Particular incidents of the tenancy would also be printed 
therein and mention should also be made of the title-deeds ^if any) 
of the raiyat (in a raiyati khatian). In the tenure-holders’ khatiaiu 
the names of the siieminders and tenure-holders should be mentioned and 
the subordinate inteiests also should be mentioned. This would save 
costs of the bank and the tenants to a great extent. 

{rii) {h) In the event of non-payment, the land mortgage banks 
may be empowered to recover their dues in a manner akin to certificate 
procedure, ns desciibed in the Public Demands Kecovery Act. They 
will be empowtred to submit a requisition containing an accurate state- 
ment of their demands verified and signed by a responsible officer in 
the rivil (Vnnt having juris(li(*tion over the aiea when the eause of 
aclipn aiises. Attei submission of such recjuisition a notice wdll be 
issued on the judgment-debtor and other subse(pieni transferees reipiir- 
ing to show cause within a month why the said sum shall not be 
realised by foreclosure or sab* of the mortgaged propeity. If (he 
judgment-debtor or his transferee shows cause, he will be allowed a 
month’s time to produce his evidence, if any, in support of his allega- 
tions. If he does not produ(*e e\idence or if he fails to appear in (lie 
firht instance, the requisition will be made final and at once put into 
execution. It he appears and produces evidence, a judgment will be 
passed for the amount whi<‘h the bank will be found to be entitled to 
and a final decree passed at on<*e. This will be immediately put into 
execution and the right of redemption will be allowed only up to time 
of the sale. In tase of mortgage bv conditional sale, as soon as the 
decree wdll be executed, a notice will be issxied to show cause why the 
right of redemption will not be barred; when no cause is shown, or 
f‘au8e is shown and found to be insufficient, the right of retleinption 
will be barred. 

(rii) (c) I think the at)sts of reference to the lecord-of-riglits and 
of registration and of the process at law' should be borne entirely bv 
the defaulters themselves and the good constituents of the bank should 
not bear any portion of the burden. 

I further think that copies of record-of-rights should be supplied 
free of cost or at a nominal cost to these bunks, as constant reference^ 
to the record-of-rights may be necessary for the good administration 
of the bank. 

iriit) If land mortgage banks are established in villages (w^hich 
would l>e necessarj" to enhance their usefulness) I do not think an 
adequate number of trained men will be found at present who know 
bow to issue or deal with debenture l)onds. 

If mortgage banks and agricultural banks are established as 
separate institutions, each will have to find its own capital. Agricul- 
tural banks will have to rely mainly on deposits and mortgage bank.8. 
on debentures. Both will require funds from central institutions to 



anaiiitain ibein w lopj^ 99 adeqmte deposits are not attracted dr datien- 
inres issued. . I ’dji. not tftink in the present state of the Mitfa^t dr 
an the near future, debentures will he largely subscribed. Debentures 
•can be issued only when the banks will have sufiicient credit; this will 
require time. The people will look with a great deal of ^suspicion on 
debentures to which they are not accustomed. So a certain amount of 
Oovemment help may he necessary. In the first stage, mortgage 
hanks will have to depend lately on funds from central institutions; 
in the second stage, on deposits; and in the next stage on debentures. 

(i«) I have already stated that debenture bonds should carry 
'Ooverninent guarantee. At fiist both principal and interest should he 
^aranteed by Goverament ; later on. the Government will withhold 
its guaiantee regarding capital and only the interest may be guarari- 
'ieed, as otherwise the authorities of the land mortgage hank would 
he less energetic in their attempt to attract capital. When the hank 
acquires suffi(‘ient credit Government may withdraw the guarantee with 
regard to both principal and interest. 

(*) The Government will have the right of controlling these hanks 
whenever they are found to he going astray. For this purpose 
■experienced inspectors may he appointed to chec'k the work of the hanks 
at least once a year. 

(ati) (i) The agricultural mortgage hanks should raise money tt’ith 
Government guarantee— 

(а) With legard to deposits, at a maximum rate of 5 per cent, pc^r 

annum simple interest, the rate varying according to the 
period of deposit; and in case of current deposits at 2i 
per cent, per annum. 

(б) With regard to funds from central institutions, at a rate or 

rates of interest allowed by such institutions hut not exceed- 
ing the above rate or rates. 

(c) With regard to debentures at the maximum rate of 
6 per cent, per annum simple interest payable 20 years 

> hence. 

(n) The agricultural mortgage banks should raise money without 
Government guarantee — 

(o) With regard to deposits, at a maximum rate of per cent, per 
annum simple interest, the rate varying according to the 
period of deposit; and in case of current deposits at 3 
per cent, per anmiin. 

(h) With regard to funds from central institutions, at a rate or 
rates of interest allowed by such institutions but not exceed- 
ing the above rate or rates. 

(c) With regard to debentures, at the maximum rate of 7 per 
cent, per annum simple interest payable 20 years hence. 

(su) Yes, 

(xiii) I think the system of “ cash credits ” obtaining in Scotch 
hanks may be introduced with the introduction of agricultural hanks 
or land mortgage hanks. A farmer needing seed or stock but having 
no money wherewith to buy it would obtain a cash credit from the 
ngricui|ure Imnk wdth which he regularly tran^cis husiimss ; as soon 
na he ^is any money or the paddy grown in his fields, he should pay 
aoine pbrtion of it into the bank and by doing so, at once would redorii 
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the ;^fi9ia on which he will have to pay intepesl. a The calk emlit. 
ep^ni is advantageous for all parties. The lecuritj fe- also sound as 
the bank should give cash credit only to regular custona^rs-^-persons, 
of whose solvency tliey aie able to judge. On such and other occasions 
al.so, these persons will obtain an advance on current aceotint from the 
banks and may negotiate the sum thus obtained on long term credit 
keeping the sum deposited in the bank on current account as security. 

If these banks are formed on co-operative unlimited liability prin- 
ciples, there would be no want of sound securitA' ; and advances for 
long terms may be obtained and if necessary made negotiable. 

QuMtion 5. (O— 


Names of Soc ieties. 

Number 

of 

members. 

Their 

debt before 
joining 
the society. 

Their 
debt in 
June 1929. 

Number 
of non* 
members. 

Their 
debt as 
far as 
could be 
ascer- 
tained. 



Rs. 

Rs. 


Rs. 

Mukundapore . . 

50 

2,892 

1,552 

200 

20,000 

Basantia 

39 

1,867 

3,125 

161 

15,000 

Chakliajratpore 

38 

2,818 

4,435 

212 

25,000 

Jagatinaili Chak 

1 

37 

4,938 

3>430 

63 

8,000 


(/I) Such estimate may be obtained by sending a pemm to make 
■en<|uiries regarding the indebtedness of tfie agricultural classes. This 
is now done by supervisors of central co-operative hanks, with regaiil 
to the members of a society affiliated to the bunk. 

(ir) Tlie debts were incurred for items (a), (h), (d) and (/} and in 
«ome cases for (c) and (/) and {{/). 

(v) In my district, the creditors of agricultural classes aie 
generally not the Government indigenous bankers or banks but the 
co-operative socraties and pi-ofessional money-lenders. The major 
portion of the debt is due to the last named tlass, but in some locali- 
ties, the co-operative societies have greatly supplanted the money- 
lenders and the major portion of the debt is due to them. 

(tn) Recently I had occasion to take the statistics of certain 
villages in the district of Midnapore for the purpose of comparing the 
former and present indebtedness of the agricultural classes; 1 find in 
some cases tne indebtedness has slightly decreased ; in son)e cases it 
has slightly increased. 

{vii) The agriculturists of our district do not avail themselves of 
the provisions of the liand Improvement Loans Act of 1883 owing to 
ignorance. They try to get the benefit of the Agriculturists' Loans 
Act, of 1884 in times of severe distress only. Their needs are not 
fully met by the taccavi grants made by the Government. 

(rm) The applications for loaps should l>e made at once to the 
Rubdivisional Officer or Collector who should depute a Circle Officer 
to enquire into the statement made tlterein. The enquiry should be 
finished as expeditiously as possible with regard to matters specified 
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in rule 5 of tha Govemment rulee on the subject. If a Circle Officer 
is not available, any otl^r reliable officer may be deputed for the 
above purpose. 

(far) Yes. 

Some of the Kabulis in my part of the district has printed band- 
notes wbemm they lend money at usurious rates of interest, not less, 
than 2 annas per rupee per month, generally much higher. In case of 
default after a certain time they make dci'mand of payment and after 
this they institute suits on the hand-notes. There are others whO’ 
generally lend money to illiterate people of the villages and commit 
various attts of oppression on these poor defenceless and powerless 
peasants. These acts of oppression have now become almost a by- 
word. 

(,r) I know of one instance where Es. dO was borrowed on a hand- 
note hearing interest at th? rate of one pice per rupee per diem. 

(xf) The Usurious Tioans Act'is no doubt availed of in my locality; 
but some courts tr>' to explain its provisions in favour of the creditors,. 
1 <bink a provision should be added that in cases of dubious constnic- 
tion of a section, the courts should always construe in favour of the 
debtors. 

(.m> No. 

(a-hi) Sometimes bonds for larger amounts are taken. 

(.r/r) I have already indicated the lines on which th? raiyats can 
get loan of seeds and paddy from agricultural banks while discussing 
question 4 (vi) and have also indicated how such loan can be easily 
paid off. 

(av) The prevalent rate of interest of paddy loan in my part of 
the district (Sabang and Pingla thanas) is 25 per cent, per anninu 
with yearly rests. In some localities it is higher and in some it is 
lower. 

(.nu) Bates of interest on money loans — from one per cent, per 
month to 4 per cent, per month and sometimes even higher and com- 
pounded yearly in soma cases [see reply to question 1 (n)]. 

Rates of interest on paddy loans — from 18f per cent. p?r annum 
to 37^ per cent, per annum and sometimes even higher and compounded 
yearly in all cases. 

In calculating interest, interest is charged for the entire month 
in which the loan is taken but not for the month in which it is paid. 
It is not calculatad according to* the exact time in which the loan is 
made use of by the borrower. 

The creditors generally enforce payment of their due by seizing 
the agricultural produce of a peasant. If the debt was contracted by 
pledge of ornaments, they are seldom redeemed.- Sometimes the 
peasants are obliged to sell their movables and immovable properties 
to pay off their debts, 

(jri>u) Yes; but I cannot say exactly whether a large number of 
efficient farmers are being turned into tenants-at-wiH dr only a small 
number of them. The ^present amended Bengal Tenancy Act by 
rendering the under-raiyats not ejectable at will has done a great 
service* Now, therefore, the efficient farmers cannot be twmed into 
ienants-at-will bnt they may be made tenants for a period by regis- 
tered contract. 
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^xviii) It the farmers are turned into tsnants-at-will or tenants for 
a limited period, this certainly takes away ffom them the incentive to 
produce more and in an efficient and better way. 

^^IMStion 6a (i) llice-milling, ^ur>making. garden produce, mat* 
weaving, cloth*weaving, manufactuie of brass utensils and utensils 
made of an alloy of brass and copper exist in my district, but I have 
not much experience regarding them. 

(ii) In my opinion, rice-milling should not be encouraged but 
gur-making and garden produce and other manufactures should be 
encourag*3d. As I have not much experience, I am unable to suggest 
methods. Generally, I may remark that ther? is not .sufficient 
market for garden produce, etc. The industries would be encouraged 
if we can find ready market and sufficient return. 

(Hi) In -former times, the jx^asants and their wives used to spin 
in their spare time. They used to bring such yarns to th.» nearest 
l.fit w’here they were sold. The peasants may spin yarns, weave 
mats, make gunnies and gur, rear silk cocoons and grow all sorts of 
vegetables during seasons when paddy is not on the land. Many of 
the above industries existed at one time in my district but have 
gradually died out for want of market and probably owing to com- 
petition. 

(iv) and (i;) The bast method of securing capital for such enter- 
prises is either by establishing "agricultural banks one of whose 
objects would be to supply capital for these enterprises after taking 
steps to train the peasants properly or by establishing co-opei-ative 
societies with the object of furthering or developing 8U(di industries. 
But unless we can find market for the goods manufactured, these 
societies or banks are bound to go to liquidatipn after a time. 

The working capital of these co-operative societies would consist 
mainly of share capital deidved from members and of deposits received 
from outsiders and also of funds obtained as loans fjom central 
institutions. As regards the working capital of agricultural banks, 
I have already discussed the subject. 

Question 6B> (i) Almost none. 

The non-agriculturists have to resort to professional money- 
lenders for obtaining loans. Some years ago, the fishermen of 
pubda village formed a co-operative society for the purpose of carry- 
ing on their caste profession. The fishermen of Ballavpore in the 
town of Midnapore have also similarly formed themselves into a 
■society. 

(ii) The purposes for which the non-agriculturists borrow aro 
manifold; some of them are stated below: — 

(a) Eepayment of previous debts. 

(h) Marriage of daughters and sometimes of sons, 

(c) Famine and other kinds of distress. 

{d) Litigation — Both civil and criminal, 
fe) Payment of land revenue and rent. 
if) The conduct of. their profession. 

<p) Household ixpenses, including education of children. 



Thd rate of interest in case of unsecured loans is higJ^r t&ioi in 
case of iecured loans. 71ie rates of interest are ilie same as stated 
above. . ■ 

iiii) Tbe Tamluk Loan^ Office sometimes lends money to middle^ 
'class gentlemen and service-liolders. But its area of operation is 
small. The Government doOT not help the non-agricuiturists or 
middle-class people; the seiTice-holdei-s may get some advance out of 
their Provident Fund. There are no indigenous bankers in the 
district. I have already said that there are two co-operative societies 
of fishermen 

I think that the non-agriculturists, the service-holders and the 
middle-class men all' should form themselves into co-operative socie- 
ties, to give them better financial facilities. The central co-operative 
banks may also be empowered to advance loans to such persons out 
of the surplus money remaining after advance of loans to affiliated 
societies. These advances may be made on security of immovable 
properties. But these persons must buy shares of the co-operative 
banks from which they borrow money. 

Hv) The indebtedness amongst the middle-class men and service- 
holders is on the increase ; but amongst other non-agriculturists, ia 
much the same as before. 

QuOStion 7. (>) The <'o-operative hanks are not related in any 

way to the joini^stock banks or indigenous banks (of which, there is 
none) in the district. They are remofely connected with the Imjjerial 
Bank of India through the Provincial Co-operative Bank. 

{ii) The Midnapore Central Bank ha.s not adopted the system of 
long term and short term loans; but theie are other banks of the dis- 
trict which have adopted th* system. I have no actual experience 
of the working of thw system. There is no diflBculty in the matter 
of finance with regal’d to long term loans. but there may be such 
difficulty with regard to short term loans. The interest charged is 
lower but most of the smdeties cannot repay within tbs time allotted. 
The books of ai’count have to be amended or written twice over con- 
verting short term loan to a long terra loan. 

{Hi) No amount of extra capital is required at piesant to finance 
n'-operalive moveinen*^ as it now exists in this district. If it expands 
further, extra capital may be required, but it is impossible now to 
guess how much capital would be required in future. 

(j‘r) and (r) In Midnapore town there is no other bank and thp 
Midnapore Central Co-operative Bank has not to compete with any 
other bank. In the Tamluk subdivision there is a loan office; but 
there also there is no real competition. 

The fact is, the central co-operative banks lend money to co- 
operative societies only and not to individuals. The loan offices lend, 
money to individuals and not to any societies. So there is .no real 
competition between them. The only comijetition which may take 
place' would be with regard to the attraction of fixed and current 
deposits. 

For the same reason, there cannot be any competition between the 
branch of the Iniperial Bank of India «nd a co-operative banl|. 

(vt) 1 do not think that any great effort would be necess^iy t^i 
atimulats the growth of eo^perative fflovement in this di8tfi^*'|^ 
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0 iov#Hifnt seems to be well established here. But at the same time^ 
it desirable that there should be a reduction of fees legardiug^ 
money through post office for the purpose to add to the pn)- 

fits of the society (if not to stimulate the growth of the move* 
inent), which is latterly not making much headway in this district. 

Question 7A» (t) I think this is desirable. 

(ii) Yes, The present scope of investment is veiy narrow. The* 
result is that a large amount of surplus money lies idle to the con- 
siderable detriment of the bank. 

{tii) Free inter-lending of funds between iro-operative banks and 
joint-stack banks would not be in strict conformity with the principles 
of co-operation. That would convert the central co-operative banks 
into loan offices and wpuld encoiimge the directorvS of a co-operative 
bank to lend or borrow money on unsafe oi: spe(‘ulative teiins. It 
would not be just to jeopardise the constituents of the bank by invest- 
ing money in companies ovar which the Registrar has no (ontrol and 
whose mode of operation or financial condition is not well-known. 
Besides* this, even if the joint-stock company is in a floxirisliing state, 
if the terms of investment are favourable the major portion of 
capital of the co-operative bank may be invested here; and the co- 
ojxuative societies, to finance which the bank was started, may 
starve ; thus the co-operative movemeut may receive a set-bac k. But 
at the same time the surplus money of the Central Co-operative- 
Bank has got to be invested somewhere whence adequate profit may 
be obtained. Hence it is necessary to empower the Co-operative 
banks to invest their surplus funds at any place whence adequate 
profit uiay be obtained; at the same time there should be some? check 
to jireveut any such contingency as has been mentioned before^ 

(iv) This is practically coveivd by (luestion 7 (/). 

(i;) If the co-operative central banks undertake remittances of 
money from one place to anothei*, I do not think there could be an 
infringement of any of the provisions of the Ovoiieiative Societies 
Act. The by-laws may be amended where necessary. 

Question 7B. (/) No appreciable effect is discernible in rural 

areas regarding rates of interest on account of the establishment of 
co-operative societi es . 

The rate of interest on money loans has no doubt decreased; but 
this is not due to the establishment of co-operative societies as this 
is found also in localities where co-operative societies do not exist. 
This is due to a larger amount of capital seeking investment. The 
amount of paddy available for lending has not increased; hence the 
rate of iriterest on paddy loans has not been affected. These remark.s 
apply both to secured and unsecured loans. 

The oo-opeiative credit societras cannot be said (in their 
i present state) to have replaced the professional money-lenders 
absolutely. These societies have rarely Wn able to attract local 
deposits. They rely for finance mainly on central banks. The 
cMital of these central institutions being limited and the societies 
ajffiliated to them large, all the needs of the members of the so(detie» 
cannot be met out of the loans granted. Besides this, the members 
of thele societies have not learnt thrift and are reckless nagarding 
expenditure; therefore their needs or alleged needs are gieat. Hence 
to go to professional moheydenders to satisfy their wants^ 
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or i^ginary wants. Further the activities of these co-operative 
societies are Jimited to their members alone. Those who are not 
members have to depend on professional money-lenders still. 

At the same time, it must be said that the cb-e^^erative societies 
have replaced the moikey-lenders to a great extmilt, and in some 
localities, absolutely. 

(m) _'J'he main difficulty regarding the rapid spread of co-opierative 
banks (i.e., societies) in rural areas is want of education. Thb; people 
are not sufficiently literate to keep l>ooks of account; or to de^, with 
money according to rules. The unlimited liability system also^^eters 
jwrsons residing in rural areas from forming into a coi“porate *body. 
The rule is very good by itself, but the moral tone requinn^l,.8uch 
sacrifice is wanting in many instances. Further, the people having 
contracted bad habits do not want to be bound by hard and feat 
rules which mostly conflict with their habits. 

They are, however, so much oppressed by money-lenders that there 
is a keen desire abroad for the establishment of co-operative societies. 


93. 

Rai Sahib Satyanshu Kumar Sinha, Honorary Socretary, 
Burdwan Contra! CoHtperativo Bank, Ltd., Burdwan. 

Part 1. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (i) Agriculturists obtain finance — (1) for expenses dur- 

ing cultivation from — 

(a) his own savings, savings kept apart if any, 

(b) debts (generally money or paddy or both) from village money- 

lenders or mahajans, 

> (r) co-operative societies, 

(fl) supply of seeds, manure, etc., from the Department of Agricul- 
ture (few cases) ; 

(2) for capital and permanent improvements from — 

(a) debts from village mahajans, 

(b) co-operative societies, 

(c) Government under l/and Improvements Loans Act of 18^3 and 

the Agriculturists' l.K)ans Act of 1884 (very rare); 

<(3) for special needs (failure of monsoon) from — 

(a) Government (Takavi) — ^rare, 

(b) co-operative societies, 

(c) loans from local money-lenders (generally), 

Xd) private relief (from landlords and other well-to-do men of the 
village); 

(4) for special needs (land revenue, rent, etc.) from~ 

(ff) co-operative societm^^ 

(b) loans from local nsoney-lekders. ^ ‘ 
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(e«) Bates of mterest charged l>y village money-lenders or mahajans 
vary from 24 per cent, to 75 per cent, per annum. 

The loans geiii^rally run over long periods. Security is mortgage of 
agricultural latfle, houses, other landed property, standing crops, pledge 
of orrihmtots or utensils (in a few cases). 

Ba|es of interest charged by co-operative societies are 7^ per cent, 
to 12V jper cent, jier annum on short term and long term loans. Short 
tenn4^ns are for one year and long term loans are for 3 or 4 years. 

"^curity is personal honesty and membership in the village society. 

B|te of interest charged by Government generally is GJ per cent, per 
anntw* Period generally from 2 to 3 years. 

About 90 per cent, of the debt of the agriculturist to the village 
mafhajan is secured debt. 

(m) Government provides agricultural finance under the Jjaud 
Improvements Ijoans Act of 1883 and the Agriculturists’ Loans Act of 
1884 and also by supply of seeds and manure and hnplements from the 
Agricultural Department of Government (few cases). 

imperial Banks keeps in deposit Government treasury balances, 
receives deposits from joint-stock banks, co-operative banks, private 
bankers, private persons, etc., and lends to joint dock banks, private 
bankers, who in their turn help agriculturists (few cases). 

Joint stock banks ro<‘eive deposits, etc,, and lend on mortgage of pro- 
perty to big agTicultiirists and also to private bankers and mahajaus, 
who in their turn lend to agriculturists. 

Co-operative banks lend to agriculturists wlio are their members. 

Village luoiiey-lemlers or mahajans are the chief source of the agri- 
culturists’ finance. They advance money on sufficient securities on high 
rates of interests. They take many unfair advantages by com- 
pelling the debtor to sell liis |>roduce at cheap rates and ulti- 
mately taking liold of their lands, etc. 

(iv) Approximately two crores of rupees will be necessary for the 
district. 

(v) The chief defect in the present system of agricultural finance is 
that the village mahajan, who plays the most iniportaut part, has his 
grip tight over the agriculturist. The demand for money is great but 
the supply is inadequate. The agriculturists are mostly illiterate and 
ignorant. The mahajan takes advantage of that. The co-o])erative 

*490ij|ties have made some progress in freeing the agriculturist from the 
hanus of the mahajan, but their inembersliip is inadequate and their 
resources limited. There are also defects in co-operative finance. There 
are uiany formalities to be gone through, and sometimes by the time the 
forma^tie.s are completed the need is over. There is also defect in that 
the distinction between short term loan (that is, loan for crop require- 
ments) and long term loans is not properly understood. 

More co-operative societies should be formed and membership 
iiieresBed. Short term loans should be given by cash credit system. 
EacK member of the society should be adequately financed and more 
limited liability credit societies formed. Facilities should be provided 
to get the co-operative societies in touch with the larger money market. 

(vi) There does not seem to be any eo-ordinafion among the various 
credit agencies. 
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Greater facilities should be given to co-operativ#V5entral banks by 
tbe Imperial Bank and Government. * 

Question 2. (i) Baddy is the principal crop in the Burdwan district. 

It is generally collected by bept^ies or paikars, who go ^9out from village 
to village. The bepari sometimes purchases on his own account and 
sometimes as commission agent for the aratdar who has his arat in the 
town. 

The bepari who purchases on his own account also sells to the town 
aratdar. The town aratdar sells to the big aratdar in Calcutta. The 
big aratdar in Calcutta sells to the exporter. Sometimes the town 
aratdar sells to the local rice mills who sell rice to big aratdars, in 
Calcutta or elsewhere. The town aratdar very rarely sells to the ex- 
porter direct. j, 

There are- a number of middlemen in marketing the crop. Some- 
times the exporter has his agents and sub-agents who are local people 
acting on commission or pay. They sometimes advance money to the 
producer before the crop is raised and sometimes buy in the hatSi 

The raiyat is unable to hold up his crop for a better price for in 
movst cases, he is under debt to the local mahajan to whom he has con- 
tracted to sell the paddy. Sometimes he has to sell for pressing family 
needs and for payment of rents and also for meeting expenses of social 
and religious ceremonies, lie has no knowledge of the current market 
price. 

(it) There are great possibilities of co-operative effort for marketing 
produtte. Co-operative paddy sale and supply societies should be formed 
and Government should help these societies to enable tliem to comiiete 
with the big aratdars. 

(in) There are 3 co-operative sale societies in this district but they 
have not as yet commenced work. 

* (iv) The credit facilities required for financing prodxicts during 
marketing are adequate financing of co-operative sale societies. 

Facilities actually existing are advances given to the aratdars by 
the local bankers and joint stock banks and discounting their bills by 
the joint-stock banks. 

(v) In regard to such facilities there does not appear to be any 
special difference as between internal trade and foreign trade. Only 
foreign trade is carried cu on a bigger scale and reciuires larger amount of 
money. 

( vi) (a) The exchange banks discount the export bills of the ex^rter. 
The joint-stock banks finance the middlemen such as the big aratdars. 
The local and private banker finances the town aratdars and the co- 
operative banks finance the producers where there are sale sooteties. 
Sometimes the agents and sub-agents of the exporter and aratdar advance 
money to the producer before the crop is raised and also buy i%J|iits. 

(It) The import trade is also conducted through several middlemen. 
The big importer, who is sometimes agent of a foreign importer, is 
financed by the exchange banks. The big merchants who buy from 
the importer on credit or cash are financed by the joint stock banks. 
Tbej sell to their agents in town or independent town merchants, who 
again sell retail or to the village shopkeeper, who supplies the villager 
on credit or c^h. _ 
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The joiuit stock banks and local mahajans and bankers advance 
them money on a higher rate of interest than in the slack season. Yes, 
some of* them are in trouble for want of adequate finance at that time. 
At that time in every town, where there are central co-operative banks 
or urban co-operative banks, Government or Imperial Bank should finance 
them through the central co-operative bank or urban co-operative banka 
or reliable joint-stock companies and the Co-operative Societies Act 
should be amended in such a way that loan to them may be given. 

The grower of produce in India does not get the full value 
for his produce on account of the control of prices by the several middle- 
men and the producer’s own ignorance of the outside world and his 
illiteracy. It has actually been seen that the producer asks the buyer 
when the buyer comes to his door, what price the producer will get for 
his produce. He never demands his own price but accepts the buyer’s 
offer as the current market price. 

Co-operative sale and purchase societies should be formed in large 
numbers to ensure a better return to growers of produce in India. 

{mi} The lack of banking facilities to persons engaged in the move- 
men|^ of the principal crops is dxie jjartly to borrowers' lack of credit, 
want* of organisation and partly to the position of monopoly enjoyed 
by buyers and also to want of a definite standard of quality. 

(r///) Cheques, bills of exchange, liundis, postal money orders and 
insurance, deiiiatid drafts, bank letters of credit, bank post bills, remit- 
tance transfer rei^eipts, sui>ply bills, etc. 

(/>) Greater facilities may be given to the public through different 
central co-operative banks and further concession by R. T. R. 
and reduction of rate of supply bills, bills of exclinnge, etc. Where 
there are no branches of the Imperial Bank selected central co-c»))erative 
banks should be given the Tieasiiry works on terms like the Imperial 
Bank. 

(jr) Negotiable instruments like clieques, bills of exchange, hundis, 
etc., play a great part in financing internal trades. 

Banks dis(‘ount bills of exchange and hundis of traders and advance 
money. Proper possession of those bills create right to receive money. 

Payment from one i)art of the country to another is made by cheques. 
These should be made more popular and the people should be encouraged 
to form banking habits. 

(xi) Reduction of dutij an billit , — Standardivsed forms of bills of ex- 
change provide additional currency. Further facilities to be given to 
co-0|^ative banks in resj)ect of R. T. R. and other facilities by reduc- 
tion Icif rates of insurance and money-order commissionB in case of co- 
operative societies. 

(xii) Hundis payable on sight and also for terms varying from one 
to 3 months. 

(xiii) Standardised forms on stamped paper is desirable for uniformity 
and mty transaction. 

(xv) Hundis einanating in this locality are not discounted in the 
local centre but they are generally sent to Calcutta for discounting. 
The.^e are also held by mercbants and commission agents at Calcutta 
and other places. 

{;rri') No. ^ 

(xvii) Railway receipt, sola bill of exchange. 



Qlieitioil 8t (t) Paddy is the main crt>p in this district. In some 
lands potato and sugarcane are also grown. Paddy lands sell from 
Hs. 100 to Rs. 1,600 per acre. 

(u^ The main factor affecting yalue of land is the presence dr absence 
of irrigation facilities. 

There are also private reasons affecting value, for instance — proxi- 
mity of the particular land to the purchaser’s other lands, etc. 

In private sales lauds fetch the highest value because the seller can 
approach various persons and generally contiguous owners pay a high 
value. Court sales generally fetch small value because there is always 
a chance of litigation. Revenue sales fetch higher value than other 
court sales because revenue sales have got fixed dates, and many res- 
pectable persons attend the sale and there is no difficulty about title as 
revenue sales are not generally set aside. 

QudStiori 4. (i) There is practically no legal impediment to mort- 

gage of land and agricultural holdings in this province. 

(u) It is too premature to say anything at present. 

(iv) The Naogaon Co-operative Land Mortgage Bank is the only 
land mortgage hank. There is no other such institution. 

(v) It has raised capital hy issuing shares to members and taking 
long term deposits. 

They provide long term loans on mortgage of land. 

It also allows cash credit for ordinary agricultural expenses to tliose 
who take long term loans for clearing his debts to mahajans. 

(vt) Owners of land should join together to form land mortgage co- 
operative banks on a share basis. They should be allowed to take loans 
at any time from the society on a mortgage of their lands. Lands are 
to be valued by qualified and duly appointed appraisers. The amount 
of loan to each member should not exceed half the current market value 
of his lands. The rate of interest on the loan to be moderate, but it 
should necessarily be a little higher than the bank has to pay to deposi- 
tors. The kists of repayuient should be small running over a number 
of years, not exceeding twenty. The interest and the annual kist should 
be paid by the borrower regularly and he should not allow the lands to 
deteriorate in value. 

(vii) (h) Realization of dues of the bank by authorising the Collec- 
tor or such other public officer and not the Civil Court to exercise the 
power of foreclosure or sale and the realisation of dues by the certificate 
procedure. 

(c) The bank should be given copies of record-of-rights either free 
of charge or at a nominal charge. 

iviii) (a) The working capital of the proposed mortgage bank should 
be derived largely from — 

(a) long term deposits; 

(b) central land mortgage banks may be established at district head- 

quarters if possime, which can take long-term deposits, and 
lend to banks affiliated to it. The existing central co-opera- 
tive banks require liquid assets and cannot allow long-term 
loans; 

(c) Bebenture bonds are quite feasible. They may be issued for a 

number of years. 
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(tjp) In the lai9^d mortgc^ banks, if the debentures carry Govern- 
ment guarantee both for principal and interest it will create eonfideuce 
in the public mind and the debentxires will be readily sold. 

(*r) The directorate of the banks may be mixed, consisting of some 
elected directors and some appointed by Government. Government may 
also provide for strict supervision and audit by qualified Government 
appointed auditors and Government should have tlie first charge upon 
assets of the land mortgage banks. 

(xi) With Government guarantee at bank rate or without Govern- 
ment guarantee, at ^ per cent, higher than that. 

They should lend out at 9 to 12 per cent. 

(xii) Yea. 

(xiii) Co-operative societies as at present constituted iiiiglit provide 
for long term credit, but this should be done on sound security, e.g., 
mortgage of land, etc., on the lines of the land mortgage bank above 
mentioned. 

Joint stock banks may also provide for long term loans on sound 
security such as inortgage of land or other real property. 

The deposits re<*eived in such cases by the co-operative societies or 
the joint stock banks should V>e long term deposits. 

The deposits may also be of the nature of Postal Cash Certificates 
for long terms. 

Question 5. (/) No. 

(r) Mostly this is clue to local mahajans. 

(rii) The Land Improvements Loans Act of 1883 and the Agricul- 
turists’ lx>ans Act of 1884 are ver> little resorted to at present, unless 
there is a general failure of crops and general distress. 

(nit) Less official red-tapisin and lesser formalities or handing over 
this money to central co-operative banks on tlie application of central 
co-operative banks. 

(Lr) Kabulis ” are found in the villages but not so much as in the 
towns. They are not resorted to by the better class. Those who have 
no credit in the village generally borrow from the Kabulis. Their loans 
are generally unsecured, of small amounts, and at high rates of interest. 
They lend small sums of money and go on taking interest year after year. 
Once a man borrows from a Kabuli his debt is very rarely repaid. 

(xi) The TTsurious Loans Act (X of 1918) is not much availed of here. 
A standard rate of interest sliould be fixed by Government for each dis- 
trict so that as soon as higher rate is charged the Court can at once dis- 
allow it. 

(xii) There does not appear to be any standard rate of interest for 
Courts. The Courts decree interest at the rate contracted for up to th4 
date of the suit. From the date of suit up to the date of realisation the 
rate of interest allowed by Courts is 6 per cent, 

(xiu) The Usurious Loans Act not being operative, there does not 
seem to arise much occasion for it. But in some cases the local Marwaris 
take bonds for higher sums than that actually lent, 

(xiv) The Department of Agriculture may take the matter of supply- 
ing seeds and paddy to the raiyat in normal times and may realise it 
harvest season. Government should have such godowns in every thana* 
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(xv) Interest on paddy loan varies from 33 per cent, per annum to 
60 per cent, per annum with yearly rests. 

(xm) The agriculturist genei-ally takes loan of paddy in the culti- 
vation season — ^A^r, Smban or Bhadra. He has to pay up in the next 
Fous or Magh with interest at the rate of 33 per cent, or 60 per cent. 
If he fails to pay the interest is added to the principal, and in next 
Fous or Magh he has to pay up with interest on the whole at the above 
rate. Tliis process goes on till final realisation, which happens veiy 
rarely. When lending, the lender generally takes the signature or 
thumb impression of the borrower in a Khata book or hatchita on one 
anna stamp. When the Iwrrower goes on making part payments every 
year the lender generally does not have recourse to Courts. The lender 
generally presses for payment in the borrower’s khamar when the 
paddy is threshed. In exti-eme cases the borrower goes to Court and 
obtains a decree on the khata. 

(xrii) A large number of people are losing their lands and becoming 
tenants-at-will through the process of enforcement of old debts. Ijanded 
property is passing on to the hands of creditora. ‘ 

(stnii) Incentive to permanently improve his land is taken away 
from the agriculturist. 

Question 6a (i) Small suhsidiarv industries allied or supplemental 
to agriculture are very rare now-a-days. 

Hand spinning and weaving, metal working, etc., etc., are occa- 
sionally found. 

(ii) Co-operative .supply and sale societies may he formed. Such 
societies may arrange for supply of raw materials and marketing of 
finished products. Such societies may stimulate such industries by 
eliminating middlemen and enabling the agriculturists to hold up 
the finished product for adequate price. They may educate the agri- 
culturist to a better standard of living and stimulate such industries. 
Goveinnient should substantially help such societies. 

(tii) Spinning wheel (charka), w'eaving, metal woiking, dyeing, 
rope-making, knitting, lace-making, etc., may give employmient to the 
farmer during slack seasons and may enable him to supplement his 
income and raise his standard of living. 

(ir) Industrial hanks may he formed to provide working capital lor 
such enterprises. In the absence of such hanks, the existing banks 
(co-operative and others) ma.v provide for cash credit for such indus- 
tries. 

(r) Imperial Bank, industrial hank and co-operative hanks. 

Question 6A. (i) Fixed capital is raised — 

(a) by issue of shares, 

(b) by advance from hanks on the security of well known directors, 

(c) Sometimes managing, agents provide capital. 

f5irculating capital is derived from — 

(fl) joint stock banks, 

(6) industrial hanks, 

on security of land, factory buildings, implements, machinery, raw 
meterials, etc. 
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; (n) limount of paid up share eapitfid may be raised, and lon^ 

teim deposits secured by industrial banks and they may advance money 
on the above securities. 

^Mition 6B* (i) There are very little facility for obtaining loans 

hy day-labourers, fishermen, small traders, etc., of the poorer class. 
Tney generally get small loans from exacting local money-lenders or 
Kabulis. There is one Municipal Methars and Sweepers’ Co*operative 
Society at Burdwan. The municipal methars and sweepers take loans 
from that Society. 

Service holders and middle class men generally have some lands 
here and there. They get loans from lo(*al money-lenders either on 

f »ei*sonal security (w'hen the amount is small) or ‘on mortgage of their 
ands at home (when the amount is large). Government servants 
sometimes get advances from Government. 

There is one Government Ministerial Officers’ Co-operative Society, 
one Civil Court Ministerial Officers’ Co-operative Society and a Postal 
Employees’ Co-operative Society at Burdwan. 

The Criminal Court Ministerial Offic^ers, the Civil Court Ministerial 
Officers and the I\istal Employees get loans from their respective 
societies. 

(n) They generally borrow for failure of crops, for marriages, 
sradhs and such other ceremonial occasions. They sometimes borrow 
for medical treatment in (‘ases of long continued serious illness of mem- 
bers of their family. 

Hates of interest in cases of unsecured small loans (and also of un- 
secured in the case of service holders and middle-class gentlemen of 
the better sort) vary from 18 per cent, to 50 per cent. 

The members of the co-operative societies meutioiied in 6-B (?) get 
loans at rates varying from per cent, per annum. 

{iii) (Toverninent gives advances to its employees. Co-operative 
banks lend to members at small rates of interest. Joint-stock banks, 
indigenous bankers also give advances. 

Co-operative (uedit societies may be organised among different 
classes of men. Unlimited liabilities abolished and the members should 

be financed adequately. 

Question 7. (?) There is no antagonism to the <‘o-operative bunks 

in the country. 

Co-operative banks help small people with moderate capital and 
train them in banking habits and make them fit for business with 
institutions such as joint-stock banks. 

Co-operative banks keep their surplus money in the Imperial Bank, 
which thus acts as a central institution. The Imperial Bank also 
renders some financial help to the co-operative banks, but that is veiy 
small. 

But the Imperial Bank as well as the joint-stock banks do not still 
appear to have sufficient confidence in the co-operative banks and their 
help to co-operative banks is very inadequate. 

(ti) In the primarj^ co-operative societies share capital and deposit 
of members are inadequate. 

Central co-operative banks finance, the primary societies both with 
short and long term loans. Co-operative societies are not much in 
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touch with the larger money market. If9|>erial Bank and joint stock 
l«nks should give greater facilities to co-operative banks. The dif^ 
culty of giving really long term loans, *.e., loans from 10 to 20 yean# 
is that the deposits are for shorter periods. Long term deposits snoal4. 
be secured by the central banks either by Government guarantee4 
debentures or something like Postal Cash (jertificates with Government 
guarantee. 

(tit) At least a crore of ruitees will be required. 

(tv) In this district only at Asansol there are branches of the 
Imperial Bank and Central Bank of India but the Central Bank of 
India branch at Asansol has recently l)een abolished. No competition 
with co-operative banks. 

(vi) (a) Exemption from attachment of money in a co-operative 
society for private debts. 

(b) Further exemption from income tax, stamp duties and registra- 
tion fees. 

(c) Simple procedure for liquidation proceedings. , 

(d) Bealisation of all dues to co-operative societies by certificate 
procedure. 

(e) Lien of the society upon certain propei-ty of the borrowing mem- 
bers. 

(/) Reduction of postal money oi'der and insurance fees. 

(ff) Further R. T. R. facilities. 

(h) Further Post Office Savings Bank facilities. 

(i) Inclusion of provincial co-operative bank debentures in the 
list of tiTistee securities, etc., may be granted to the societies. 

Central co-operative banks may be allowed to have accounts with 
the Treasury, just as district board municipalities have, in places 
where there is no branches of the Imperial Bank. 

Where there is no branch of the Imperial Bank at the district head- 
qhaiters, selected central co-operative banks may be entrusted with 
Treasury works. 

Question 7A. (i) Co-operative central banks may be permitted (o 

giant loans to depositors against their deposits, and also to individual 
members. 

(it) Yes, it is desirable. 

(Hi) Free inter-lending of funds between co-operative societies and 
joint 8t«c,k banks and loan offices may be permitted on special enquiry 
— limits being fixed in every case. 

(ip) Practically there are no relation.s between them and they do 
not help each other. 

(v) Almost all the central co-operative banks have accounts with 
the Bengal Provincial Co-operative Bank. Central co-operative banks 
in Bengal may remit money from each other through the Provincial 
Bank! The provincial banks may adjust accounts of those central 
banks and do the neeilful easily. 

Some centml banks in Bengal have accounts with the Imperial 
Bank.' In places, in and outside Bengal where thei'e are branches of 
the Imperial Bank of India, remittances may be made through tha 
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Bank. Imperial Batiks should give greater facilities, to* co* 
ope#tive banks in this matter, 

Wljien there is neither a co-operative central bank nor a branch of 
the Imperial Bank, reiuittauee is difficult and can only be made through 
the post office, 

QUMlton 7B> (/) The effect of the establishment of co-operative 
societies in rural ai^as has been to reduc^e the prevailing rates of 
interest to gi*eat degree both on secured and unsecured loans. 

iii) Professional money-lenders have been replaced to a great extent 
by co-operative banks. But in the case of big loans the professional 
raoney-l<^nders have got the monopoly. 

(iii) The factors that operate against tlie rapid spread of co-opera- 
tive banks are — 

(а) opposition of exacting money-lenders, 

(б) want of mutual confidence among the villagers in some vil* 

lages, 

(c) joint and several liability, 

{(1) inadequate financing of rural societies. 


Part II. — Indigenous Banking. 

Question 1. Tlie indigenotis banker combines trade with money- 
lending business. He lends money on mortgage of real property and 
also gives unsecured loans. He hol<is lands. Does commission busi- 
ness, discounts bills, etc., and speculates heavily. 

In villages lie purchases the produ<*e of lands. He is soinetimes the* 
local agent of some big export or import firm, village shop-keeper 
and money-lender. 

Question 2. Tlie indigenous banker is a necessary evil. In times 
of distress he is the chief source of finance of the agriculturist. In 
ordinary times also he helps the agriculturist with loans for cultivation 
oxjienses and other occasional necessities. Small traders and indus- 
trialists are also helped by the indigenous banker. 

Question 5. (/) The indigenous banker, being a local man, is tho- 

roxighly acquainted with the financial condition of the people who 
borrow from him. He lends money on mortgage of land, house or other 
property. 

Sometimes the indigenous banker supplies the agriculturist with 
the ordinary necessaries of life and thus gets him more under his con- 
trol. 

Bate of interest is 25 per cent, to 75 per cent, per annum. The* 
debtor, is generally illiterate and ignorant, has also to rely onr 
the creditor in matters of accounting, etc. 

(ii) Funds are generally supplied from the banker’s own money ^ 
He generally combines money-lending with other business. Very little 
deposits are attracted by him. He sometimes borrows from a fellow 
banker at a moderate rate of interest. 

(if) Indigenous bankers in Calcutta and idher principal towns have 
sufficient facilities of discxmnting hundis. 
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QUMtUMi 0. (i) Batea ol interest vary from 25 per cent to 75 per 
•cent, per annum.* , * 

(«) Bates of intere.4t can only be brought down by organisation pf 
co-operative societies, whenever possible, by increasing the member- 
ship of these societies as much as possible, and by enlisting the bankers 
as members of the societies and by central banks getting some money 
^rom Government at Bank rate or i per cent, higher than Bank rate. 

(in) Beduction of such rates would certainly confer gpeat benefit 
on the agricultural community. 

Question 7 * (i) There is great prejudice against the indigenous 

tianker. 

(ii) They are sufficiently protected. 

(Hi) No. 

(/?;) Their dealings are sound in their own way as they get good 
•security, arbitrary rates of interest and are protected in law, but 
injurious to the agriculturist who has to pay exorbitant rate of 
interest and is harassed in many other ways and often loses his lauds 
^nd house in the end. 

Quostion 8* (i) Rate of interest to be levied by them should be 

£xed by Ijocal Government with regard to local conditions. 

QUPStion 9> Twelve to 25 per cent. 

Quustion 10* The indigenous banks and bunkers are not able to 
■meet all demands with their limited means. 

They are very cautious almut the security. Insufficient security 
.and insuffiident capital are both causes of occasional refusal by these 
liankers. 

Quustion 11. (i) If they can be induced to become members of 

co-opei*ative societies and deposit their money in the societies, the 
.-surplus money of the societies may be deposited in central co-operative 
'banks, and surplus money of central banks may be deposited in the 
^provincial co-operative bank or wdth the Imperial Bank of India. 

(it) The indigenous banker may be verj’’ conveniently connected 
with the larger money market through the co-operative banks. 

(Hi) The co-operative bank will be a concern of the indigenous 
banker himself and will best inspire his confidence, and he, Itaving 
Itnowrledge of the local people, wdll veiy well help the co-operative bank. 

(iv) By being himself a memlwr of the co-operative bank he will 
bave no competition with it. 

QUMtion 12. (i) The resources of the indigenous banker are limited. 

JSis money is generally invested. 

(m) No. 

(Hi) They being members of co-operative societies and depositing 
4nd:heir own societies, their money will be very well utilised locally. 

Pfut ill. — Imrsstmant Hidlit and Attraction of Capital. 

^Question 1. (i) The Imperial Bank with its bran^es, the joiiit- 
•OtocK banks, the co-operative bai^ES, the post office savings banka, iho 
#zchange banks, the indigenous banks. 
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(iVt) The Imperial Bank with its hranoMes, the joiat stock banks, 
the cooperative banks, the post office savings banks, the postal cash 
certificates, Government securities, shares of publid companies, deben* 
tores, etc. 

(iv) Facilities for investment are not quite adequate. 

(v) Co-operative banks may be established in eveiy village and 
people taught to confide in these banks. 

(vi) The people of India have a tendency to invest in silver and 
gold, but 90 per cent, of the people are agriculturists and they have 
very little to invest. 

Question 2. (<> Postal Cash Certificates are jKjpular, but there is 

field for increase of the popularity by propaganda and greater facility 
for investment. 

(ii) TJie rate of intere.st requires to be slightly increased and terms 
of issue shortened a little. 

(in) The maximum amount of deposit in a year may l>e increased, 
the rate of interest raised a little, vernacular pass lxH)k» may be is-sued, 
number of savings banks may be increased, greater facilities for with- 
drawal may l)e given. 

(iv) Mostly middle-class men resold to Post Office Savings Banks. 

(r) Increase of the number of savings banks in interior villages, 
slightly greater rate of interest, issue of vernacular pass books, greater 
facilities of withdrawal, propaganda, etc., may attract the illiteiute 
agriculturists. Amount deposited in savings banks may lie allowed to 
be transferred ea.sily to other villages and place.s by book adjustment. 

Question 3. d) Deduction of income-tax at the highest rate on 
interest on all Government securities is a great drawback. Tlie small 
investor, whose total income is not even taxable at all, is liarassed 
very much. 

The exi.stiug facilities for sale and purchase are not sufficient 
for the small agriculturist. 

Total exemjttion from income-tax on interest up to a ceratin limit 
and greater facilities for purchase and sale are necessary. 

(ii) Public bodies like Municipal Corporations, Improvement Trust, 
Port Commissioners, etc., float debentures. Big industrial companies 
issue shares. The Imi>erial Bank, joint stock banks, etc., underwrite 
the debentures and shares and sell these. 

(in) On sale of produce the small agriculturist pays the major 

{ mrtion of the sale-proceeds to the mahajan and also pays rent to the 
andlord and keeps the balan(;e at home for household expense-s. In 
a prosperous year the mahajan gets repayment to a greater degree. 
Surplus, if any, is spent in marriages and other ceremonies. 

The mahajan class keeps the money in hand for lending at the proper 
time. 

The better class of agriculturists, in prosperous years, generally 
spend the surplus in repairs of homesteads, improvement of lands and 
such other occasional uses. 

(iv) An ordinary agriculturist has rarely money to lend to a fellow- 
agrriculturist. He has practically speaking no capital. 
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The ordinary middle-claas people, who earn from abroad, are now 
generally depositing their surplus money in banks, etc., but they have 
to withtfraw the money and spend it on oorasiona of daughter’s marriage 
and sradh, etc* 

The upper middle-tdass keep some of their money in banks and 
invest some in ornaments, etc. 

Investment in lands seems to be decreasing. 

Qu^tign 4. (f) The cheque habit is growing verj^ slowly in India. 

The use of cheques is confined to presidency towns and big com- 
mercial towns. 

The Europeans in India make free use of cheques. Among Indians 
only the educated uppeiwlass sometimes make use of cheques for 
large paynrents. The advantages of cheque currency, its ease, economy, 
etc., are yet unknown to the working classes. 

The hit»'her standard of business morality, density of population, 
mutual acquaintance and better understanding, which are reqaisites 
for tlie extensive use of cheques, are not much to he found in India. 

ffovernment treasuries and big zemindary estates do not accept 
payment by cheques at all. 

(//) The abolition of stamp duty on cheques has increased the 
popularity of checpies, Init tnat is mostly among people who had 
already been using cheques. 

(iii) Cheques are mainly used by Europeans and other big meicliants 
and tl»e upper iiiiddle-cdass people. Ordinary people, not to speak of 
small agriculturists and labourers, etc., make very little use of (dieques. 

(Jovernment servants and bank employees may be paid by cbeques 
sums above Rs. TOO. 

More facilities should be given by banks for enc ashment of cdieques, 

(iv) Vernacular scripts on cheques and on deposit re(‘eipts of 
bhnks may be introduced. 

Rules of deposit, etc., of banks may be printed in the vernacular 
and distributed. 

Question 5i (i) Banking and investment habit in India is of very 
slow growth. 

(//) The number of banks in India is very small. 

The people are mostly illiterate and ignorant. 

The great number of failures of banks have shaken the confidence 
of people in banks. 

Mi 

Mr» Mani Mohan Choshi B.L.| Secretaryp Central Corporative Bankf 

Rampurhat (Birbhum). 

Pert 1.— Agrtouitural Credit and Credit Facilities for Small Industriae. 

Qimtion 1i (0 (^) Expenses during cultivation are obtained (i) 
tliTOUgh the village mahajan. Grain debts for subsistence during 
gmwing of paddy and marketing of the same, the usual rate of interei^ 
being 50 per cent, and also cash debts for the purchase of agriculturiifl 



impld^^tkts and manures, e.g., oil-cakes, etc., the rate of interest being 
one anna per rupee per month, which works out to 75 per cent, 

(2) Through co-operative societies.— There is only one grain bank 
at Paikor, 'which advanceis paddy loan at 37 J per cent, speculated 
interest for the year. The activity of the said society at Paikut* is 
so very small that it has little or no effect on the prevailing grain 
loans (darhy system) of the area. An increase of such societies may 
contribute to undennine the activities of the luahajanH in exacting 
high rate of interest from the raiyats. The most usual form of ad- 
tances by the co-operative societies is cash loan at 12i per cent, and 
15f per cent, interest per annum. Security is the unlimited liability 
of the members. 

These loans are ffenerally short term loans given at the time of 
cultivation and payable at the next harvest. 

(h) Fot capital and peniianent improvements, — ^lortgage loans on 
properties by private mahajans at various rates of interest, the usual 
minimum being 25 pen cent. 

The co-operative societies have introduced loans on long terms at 
15f per cent, interest per annum payable by different instalments in 
not more than five years. 

('r) For other special needs, e.g., failure of monsoon, etc. — In case 
of any reverses of nature, Takavi loans by Government is given in 
addition to the two sour(»es of finance mentioned al>ove. 

These loans are issued to those who are not members of co-opera- 
tive societies. Rate of interest charged is lii per cent. In 1928 these 
loans 'were issued in this subdivision but they seem to be quite in- 
adequate to cope with demand and necessity of the raiyats. 

(n) Answers are given in 1 <i) above. 

(Hi) The financing bodies in villages ai'e mainly the mahajans and 
co-operative l)anks. More often than not the mahajans are on the 
look-out for appropriating to themselves the major portion and some- 
times the whole of the property of the cultivators. The village 
mahajan instead of lieing a help has remained an impediment to the 
agriculturist, guided as they are by their strong motive of personal 
gain. The rate of interest is abnormal and the raiyats lose all their 
properties l>eing unable to pay these heavy debts. The co-operative 
societies, by providing easy credit and facilities of borrowing, have 
proved somewdiat a remedy for the distress of the agriculturists, but 
the insufficiency of funds stand in the way and also men who di(‘tate 
the policy from outside are apt to view the agriculturists from their 
own standpoints and are rather unsympathetic in realising their 
grievances and real want of money. The sparing advance 'which is 
often made to them is not sufficient to provide for the contingencies 
of the whole year, for which reason they are forced to seek fresh loans 
from outside mahajans. They in their tuni tiy to wreak their 
vengeance as they look upon the co-operative societies as alien and 
rival institutions. 

So long as their piece-meal arrangement continues, the objects of 
a co-operative society are likely to be defeated in the end. A co- 
operative society should be a guiding centre in an agricultural village 
by pioperly ministering to the w^ants of the raiyats and remaining a 
true banker by supplying all sorts of informations and all faeilitie?^ 
to him in his trade. 
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The memberft in their turn should be f|tithful to the mfrtituiion 
and must be jir^ided in their financial policy entii-ely by the co-opera- 
tive bank by virtue of his pledging unlimited liebilit^yo it. The 

best measure for over<»oming the agricultural distress, and at the same 
time improving it at a cheaper cost, appears to be a co-operative 
society if run on the right lines and true co-opeiafive piiciples. 

Question 2. (i) The raiyat who, befoie crop is grown, takes heavy 
advances from the local mahajans, who are also aiutdars, sells his 
crop to them immediately after the harvest. Sometimes it is a condi- 
tion precedent to granting advance that the cultivator should not sell 
his crop to any other mahajan but to the particular one who gave the 
advance. The more fortunate among them, who are not bound by 

any such contract, take their pioduce for sale to the local rice mills 

at Sainthia, Mollarpur and Rampurhat. 

There are buying houses in the interior that purchase locally and 
later on bring their produce to Sainthia or the other two stations which 
consume almost all the paddy of the subdivision. Sainthia, w’hich is 
n big paddy mart, is not only the outlet of the s\ib(livision but of 
the whole district. The raiyat is unable to wait to sell his produce 
in a better market for the b>llowing reasons: — 

(i) He is completely under the clutches of village mahajans; 

(ii) chronic want urges him to dispose his ci’ojj immediately; 

(Hi) want of proper training to foret>ee the possibility of a better 
return and judge the market correctly ; 

(iv) there are middlemen who take advantage of the ignorance of 
the raiyats and cheat them; 

(r) there is an element of sneculfuitui in v/aitii.;.;* tor a l>etter 
market, but the timid cultivator is not prepared to undergo 
the risk which is involved in specubition. 

' (/t) Coiu‘erted action seems to be the only possible remedy in pv^ol- 

ing the small I'esources of the agriculturists. A co-operative society 
is cs peeled to meet all the grievunetjs uieutioned above. 

The most prominent inipediinents to co-operative effort in this 
d^rerticn are: — 

(a) Competition of the already established firms and middleinon, 
and (h) want of proper men (real business men with expert knowledge 
of marketing and shrew^d business propensities) to guide the concern. 

(vi) The village co-operative societies in existence already support 
agricultural finance by short term loans. Mortgage banks should 
not encroach upon the province of such co-operative societies, but work 
in co-ordination with them and tackle questions of larger finance. 

Qliestion 5» ivi) With the inception of the co-operative move- 
ment there has been an increase in the agricultural indebtedness, but 
the, effect of such indebtedness has, for all practical purposes, been 
good inasmuch as cheap <‘redit has enabled the individual cultivaior 
to borrow according to his requirements and thus save his pro|>erty, 
which he othemise would have lost. 

\ru) of any practical use for tackling agricultuiai 

indebtedness. 

(xi) The Act is practically inoperative. 



QHMion 7-A. (i) la the mercantile 'banks the depositors have ai 
right to draw on the baifk on the security, of the deposiis, but a co- 
operative c^||ral bank, objects of which are different from those ojt 
a mercantilbVbank, should not advance money to dep<«sitt>i8 or indi- 
viduals. If any such concession is shown, the ruial finance would’ 
run the risk of being neglected, but the rural finance is the principal 
concern of a central co-operative hank. Urban banks, which are 
mostly non-agricultural, are like loan ofiices. and questions of 
fitiaucing individuals are tackled there. 

(fi) No. 

Quastion 7-B. (i) It has chwked the mischievous activities of the- 

village mahajans and also brought down the extraosdinary high rate 
of interests. 

(iit) The factors that operate against rapid spread of the co-opera- 
tive movement are: — 

('71 Odium that attaches to official contact, diicct or indirect; (61' 
scant knowledge of agriculturists about the cc-opeiative rrinciples; (c) 
complete illiteracy of the masses has caused it to centre round people who 
are just competent enough to keep accounts. Tlie rest tr.v to keep 
away from the movement as they have little or no voii-e in tho 
ma-^agement. 


95. 

Mr. Supati Ranjan Hagi Honorary Secretary, Dacca Co-operative 
Industrial Union, Ltd., Dacca. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries^ 

Question 1. (v) & (vi), 2 (U) & (it), 5 (vi), 6 (iv) & (v), 6A, 6B 

and 7A (i) Agriculturists are mostly illiterate and improvident. They 
take loans from village mahajans as w'ell as from co-operative rural 
societies and also from Govermneiit when available. Indebted ness in 
India is on the increase without a proportionate increase iu the pro- 
ductive capacity. There is no co-ordination among the credit agencies. 
The co-operative credit institutions, as at present orgsinised, are of littlu 
value and service. To improve the economic and other conditions of 
the peasant class and other people, the following programme may he 
adopted with necessary changes being effected in the Co-operative 
Societies Act : — 

(1) To establish one co-operative society iu every village. 

(2) To enlist the agriculturists as well as small industrialists a» 
members with unlimited or different degrees of limited liability accord- 
ing to the circumstances of each person. 

(3) To clear all the existing outside debts of the members and to 
hind them to the rule that they cannot incur any debts from any other 
sorirce, and if incurred, the debt will not be legally realisable. 

(4) No one should be admitted as member who is hopelessly in debt. 

(5) All the produce of the members, agricultural and industrial, 
shall be placed at tbe disposal of the co-operative society which shall 
dispose them to the best advantage of its members, if placed or sold 
elsewhere, the society will have a right to seize the same. 



(6) Meiiibera will get losua, advatiees against their proOuce and 

tminoTable properties so as co meet their just requireiui|nts and not 
more. Members shall be requireid to conform to tne decisions of the 
aociety ini regard to their land-, crop, impleinents, cattle, fertilisers, 
seeds, industrial pursuits, machineries, etc. ^ 

(7) The society will be managed by the Pauchayet or Board of 
Directors formed by the members themselves but in the beginning there 
should be official or nominated non-official members on the Board to 
teach the village members the true principles of co-operation. 

(8) A member who has satisfied all his debts will be entitled to resign 
his membership. 

(9) To make the society a success and an attraction to the impoverished 
peasant, one whole-hearted self-sacrificing Secretary or President js 
necessarj' who should be vested with necessary executive powers. Many 
eu(;h men may not be available at a time but there are workers qnd 
volunteers with experience who may join if duly invited with a sincere 
desire for the good of the peasants. 

(10) These societies should be affiliated to a subdivisional central 
society who shall finance these co-operative societies. 

(11) These central societies should be again affiliated to a District 
'Centrsd Society who again to a divisional or provincial society. 

(12) The central societies should finance the subordinate societies 
and dispose of their produce and help them in other ways. 

(18) Imperial Bank shall finance the provincial society according 
to its requirements at a rate not exceeding 6 per cent, per annum. 

(14) Provincial Bank shall dispose such of the produce as is required 
by the district central societies. 

. (15) Middlemen, except the central societies, should be eliminated 

in the marketing of the produce of the societies. 

(16) Provincial Bank shall have power to issue paper currency under 
proper safeguard. The productive capacity of the village members 
ahould be taken as of cash value in calculating the reserve against the 
paper currency. 

(17) Use of metallic money should be discouraged and remittance 
of money should be by hundis up to a certain extent from one society 
to another or to central society and back, free of charge. 

(18) There should be paper currency for all moneys from Re. 1 
upward. 

(19) Government should have sufficient staff to supervise, inspect and 
Audit the workings of these co-operative institutions 

(20) Government should grant much more money as hmg-term loans 
ior these institutions than as at present. 

(21^ The village societies may undertake the Muhic^l works, pro- 
vide schools, primary, secondary and technical, wi^in 

-tlriir jdrisdictidA for which district boards also should make due grants. 

(22) The villi^e societies trill undertaike supply cf ra# nuttariale Add 
itiAiding of the4r idem^bme in SurtaMe indtiktrteSi 



The suhdh’isionai and district central societies will admit 
deserrin^ residents of th^e subdivision or district as the ease may be, 
as individual members who may require financial assistance for their 
legitimate pursuits, industrial or otherwise and shall be entitled to have 
all their outside debts cleared by taking loans from the society. 

JJ24) 'All the pay or produce of the members must be placed at the 
dispb^l of the society who will maintain separate accounts for each 
such member and shall dispose of their produce or pay to the best 
advantage of the members and shall grant advance or loan to meet the 
just requirements of the members and not more. Such member may 
resign his membership dfter ail his debts are satisfied. 

(25) All the societies shall be entitled to receive deposits from mem- 
bers and non-members and also to grant loans to non-members against 
their deposits. 

In my opinion any improvement of the present system, monetary 
or banking, will be only a patchwork and though may result in tem- 
porary good to some section of people, will ultimately fail to do any real 
and lasting good. Our present condition requires a very close super- 
vision and control of our individual finance. The entire system has to 
be changed. A regular schooling is necessary to bring about a real 
improvement of our economic, agricultural and industrial position. 

The old glands have to be taken out and in and through co-operative 
institutions, new blood of fellowship, rigorous economy and enterprise 
should be injected and infused in our body politic. 


96. 

Mr. Kamal Krishna Adhicary, Secretary, Kandi Central Co-operative 
Aank and Commissioner, Kandi Municipality (Murshidabad). 

Part I. — Agricultural Credit and Credit Facilities fer Small Industries. 

Questien 1. — (i) («), (6) and (<•) Generally the agriculturist class of 
the Kandi subdivision have to look to the loftal mahajang for obtaining 
finance for the purposes mentioned in the question. Sometimes the 
Government issues agricultural loans in the years of scarcity. And a 
limited percentage is financed by the co-operative soiueties. 

(ii) With the mahajans the rate of interest generally varies from 
18 per cent, per annum to 37^ per cent, per annum according to the 
nature of the security and the amount of loan, good security and big 
amount canydug smaller rate of interest. No special attention is paid 
to the length of time at the time of issuing loans. It generally depends 
upon the good feeling between the parties and the nature of security. 
In rate ca^s interest in excess of 37^ per cent, per annum is charged. 
The securities given and accepted are of various kinds — landed pro- 
perty and ornaments being the chief among them, (md in some cases 
standing crop and other moveable properties. To solvent parties loans 
are also advanced on promissory notes withont any security. 

In cases of Government Agricultural loans it has been seen that 
loans are advamed to agricnlturisis at an interest of 61 per cent, per 
annum without any security but adopting a procedure very similar to 
the unlimited liability of eo-epwative rural s^ieties. 


37 
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Co-oparatire rural societies advance to their members only at an 
interest of 12i }>er cent, per annum on loans for one year and 15 per 
cent, per annum on loans for 3 years. 

It is difficult to ascertain the percentages of secured and unsecui'ed 
loans, but the percentage of the latter to agriculturists of this subdivi- 
sion can be said to be negligible. 

(in) Government plays little or no part in agricultural finance, its 
advances being made on special occasions like scarcity. ^ ^ 

Imperial Bank of India, joint stock banks, indigenous banks- and 
bankers. — There are no such institutions in this subdivision. 

Co-operative banks advance loans generally at the time of cultiva- 
tion and the part played by them is not inconsiderable though limited 
to the members only. 

Professional money-lenders. — There is no distinct class of profes- 
sional money-lenders in this subdivision. But there are people who 
invest their surplus savings and are the mainstay of people outside the 
co-operative movement. In cases of necessity the members of 
co-operative socieiies also have to look to them for finan('' 3 . 

Merchants and dealers carry on money-lending business along with 
their own business. 

Organisations, e.g., companies dealing in fertilisers, play no part 
here. 

(n>) Not possible. 

(i;) Excepting co-operative banks tliere is no regular system of 
financing agriculture in this 8ubdivi.sion, bxit this is limited to the 
members onl,y. Extensive capital may remedy this defect. 

(vi) No such co-ordination exists. 

Question 2« — (i) Winter rice is the principal crop of this subdivi- 
sion. (1) In unhusked state it is purchased by the buyers by sending 
agents to the agriculturists. (2) A portion is sold by the agriculturists 
to the neighbouring mill-owners. 

In its busked state, that is, when made into rice by the agriculturists 
themselves, they are sent to the marts of the subdivisional and the 
district headquarters and also in other important trade centres where 
they get a ready market. This is the main way of disposing of the 
crop. 

The economic condition of the agriculturists oftentimes forces them 
to sell off generally at the disadvantageous market. They cannot hold 
up their crop for better price. 

(tt) There is much scope here of forming pools and co-operative 
effo^ for marketing the produce. 

(m) to (riV) These questions do not apply in this subdivision. 

Excepting the postal remittance there is no other facility for 
internal retuittance available to the public. 

(ue) T3ils quesfiou does not arise. 

(e;) to (««) These questions do not apply. 
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^Kufition 3. — (»■) Subdivision Kandi — 

I’addy lands — Rs. 150 to Rs. 450 per acre according to the quality 
of lancTs. 

Lands yielding" aus paddy and rabi crops, etc. (i.e., two crops in 
a year) — Rs. 300 to Rs. 600 per acre. 

Sugarcane, mulberry landsr— Rs. 300 to Rs, 600 per acre,. 

(it) (a), (b) and (c) The above values are fetched in private negotia* 
tions." The value of the crops determines the value of lands. The 
landtMb not fetch their proper value in Government auction sales and 
Court sales foi want of bidders. In revenue sales and in sales by Court 
decrees the bidders seldom bid more than 10 to 15 times the gross 
assets of the property.. In purchases by private negotiation the price 
go^s up to 20 times" the assets according to the nature and cii-cum- 
stances of the pioperty. 

Question 4. — (i) and (ii) There is no other legal impediment, to our 
knowledge, to mortgage of lands and agricultural holdings excepting 
the new section 26G of the Bengal Tenancy Act which hus limited the 
raiyats’ right to give usufructuary mortgage in lieu of interest and also 
usufructuary mortgage for indefinite period. This also has affected the 
credit of agriculturists. 

(ni) The smallness and fragmentation of agricultural holdings have 
not as yet stood in the way of raising funds in this siibdivision and it 
is hoped that they may not stand in the way of establishing long-term 
credit institutions. 

\ir'‘ There is no such long-term credit institutions in this subdivision. 

(id Does not arise. 

(ri) The local people are generally averse to disclose their indebted- 
jiess to persons other than those whom they know lifelong. They are 
also unwilling to go to any sort of banking firms for borrowing money, 
because the latter are very keen about the antecedents of the borrowers. 
This characteristic of the people is one of the main causes of the slow 
growth of co-operative credit societies. It was also seen during famine 
and scarcity time that people prefer to go to local mahajans for loans 
on high interest than to come to Government for loans under Agricul- 
turists’ Loans Act which bear a very low rate of interest. As such, 
establishment of any bank will not be likely to flourish. 

(tni) to (wiii) Do not arise. 

QlMStion 5. — (j) Not possible. 

(it) The only means is to collect statistics from the local Sub- 
Registrar’s office and to compile figures therefrom. This will give a 
general idea and not an accurate one. 

(in) {a) and (h) The amount of debt is mostly on land security and 
they axe generally^ registered. Debts against any other assets, all on 
general seeux iiy without a specific pledge, is seldom met with. 

(iv) Debts are generally incurred for items mentioned in (a), (b), 
(c) %nd (d) and occasionally on (e) and (/). 

(v) These debts are mostly due to professional money-lenders and 
seldom to Cooperative Societies. 

(r»i) The general view is that owin^ to constant failure of crops, the 
agricultural indebtedneM in this locality has a tendency to increase. 
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(vii) Excepting in the time of acarcity, practically no attempt ^'la 
made to meet the uel^s by the Acts in question. 

{viii] Does not arise, vide answer to question 4 


(ix) Itinerant money-lenders, such as Eabulis, hre to be found in 
this part of the country in sufficient number since the last ^scarcity year 
1^134 B. S. They invest money generally among the agric^tural and 
tbe labouring classes and in good maiiy cases amount midi|le class 
neople. They have established a flortrishing money-lending ousin^ 
nere. The rate of interest ehaiged is 2 annas per rupee per 

150 per cent, per annum. Money is advanced on promissorj’ notes 
which are getierally printed in English and the money is made payable, 
according to the printed form and without the knowledge of the 
borrower, at various places from one end of British India to the other. 
Harassing ca,ses are sometimes brought against people by such Kabulis 
at distant places. The interest monej' is realised by them personally 
regularly every month and that, too, with a good deal of the proverbial 
Kabul i-zuloom. If they eventually come to law courts, relief is granted . 
to the unfortunate debtors, ofherwise not. 

(x) No concrete example can be cited. 

(.ri) The Usurious Loan.s Act is applied in a good number of cases 
and relief granted. 

Nothing to suggest. 

(xii) No such standard rate. 

(xiii) No specific instance can be given. The debtora sometimes 
take the plea of part payment by the creditor out of the principal named 
in bonds in courts but they cannot always substantiate tbe plea. 


(xiv) Organisations, such as co-operative dharniagolas, will meet 
the purpose. 

(xv) Generally 50 per cent, and in paj-ti(;ular cases 25 per cent, and 

per cent, over the amount of paddy advanced is charged as interest, 

provided the debt is paid off when the next crop is harvested, failing 
which oompouud interest at the rate of 50 per cent, is charged. These 
paddy loans are always paid in kind and very seldom in its money value. 

(xvi) In money loans 25 to 37^ per cent, per annum is the normal 
rate of interest. Compound interests are not generally charged if the 
payment is made within the stipulated period. In cases of default, 
resort to civil ctnirts is the only method for ehforcing the payment. 

{xvii) Such instances are occasional. In majority of the capes both 
the creditors and the debtors are agriculturists, landlords 
generally the money-lenders. 

(xtriti) Agricultural ventures are practically unknown in thil sub- 
dirision. The primitive method of tilling the soil and of fertilising 
with the cow-dung manure or with the silts of old dried up tanks are 
the processes still in rogrue with the agriculturist money-lenders or witK>* 
the poor cultivatfa* debtor. So any deterioration or improvement in the 
cultivation of the soil or of the gr»Wing of the produce is not affplipble 
itere. 

On the face of these circumstances, if the proprietary rip^ht also 
litosra to the hands of the creditors, there remains very litHe incentive 
with the ciulivator to prodooe more and in an efficient and better manner. '' 
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QtMStMM 8* — (i)^?fothiiig properly so called. '* 

{ii) Does not arise. 

{iii) to {v) Cortjon-rearing on a large scale which was once a 
flourishing , business here and which axt is known to almost all the 
cultivators may be suggested as a remedy. But owing to introduction 
of artiflcial silk which is selling at a_ cheaper rate and _ which ha« 
practically captured the market this indigenous industry is gradually 
^di^g out. Any means to stop this influx of artificial silk will 
indirectly act us an incentive to revive this decaying trade. No other 
particular form of industry' can be suggested with better advantages. 

But difficulty will always arise as to securing the working capital 
for a big venture. The only financing machinery which can bo 
suggested is the Government. 


Quastton 6A. — (f) Small industries, such as conch-shell industry, 
biellmetal industry, etc., are private enterprises now. 

But there is scope for organising these small industries and making 
them very profitable concerns. 

(n) The question of providing financing facilities cannot be dealt 
with now without formulating a definite practical scheme. 

Attempts were made by the Kandi Central Co-operative Bank 
through its supervisors to organise co-operative societies consisting of 
these artisans but requisite number of members willing to adopt 
unlimited liability could not be obtained. 

Question 6Bi — (») No other facilities except resorting to local 
mabajans. 

(ri) Purposes are various : — 

in) Bepayment of earlier debts. 

(&) Marriage and other social occasions. 

(c) Lftigation. 

(d) Famine and other kinds of distress, 

(e) Pf^yment of land revenue or rent. 

(/') Purchase of implements for their special trade. 

(g) House-building and repairs. 


The rate of interest varies between 24 and 37^ per cent, per annum. 

Practically there is no difference between secured and unsecured 
ItittaBi' 

(m*) The co-operative banks only are in some cases helping them. 
Establishment of more co-operative banks may provide help to a larger 
extent to these people. 

I (t» There is a tendency to the increase of indebtedness among thes* 
-classes of people. 


Qimtion 7. — (?) There are no other rival banks in the locality. 
(if) Difficulties — 


(a) Eupees 2.50 being generally the maximum limit of indebtednesa 
of a member at a time. Increase may be made with 
permission of the Oentral Bank, but such permission is 
granted only to very solvent members. 
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(b) Co-operative Banks generally involve verj* cumbrous proce- 

dure, which is not. always appreciated by the common 
people. 

(c) The central financing organisations cannot sometimes come up 

to the needs of their constituents. 

(d) Repayments of loans are sought to be enforced by the stipulated 
period. Non-payment of loans often stops further advances. 

(n't) There are, on a rough estimate, at least 250 villages in this 
subdivision which may be called rather prosperous. It may be said 
that the co-operative movement will be a fairly representative one, if at 
least 400 rural societies be formed with an average working capital of 
Rs. 2,000 each This would require a total working _ capital of 
Rs. 8,00,000. 'J'here are at pre.sent 120 co-operative societies with a 
total working capital of Rs. 1,50,000. Two hundred and_ eighty more 
societies may be formed and condition of the present societies may he 
improved by providing extra capital of Rs. wO each. So the extra 
capital required would be arrived at by calculating the diiferenca 
between Rs. 8.00,000 and Rs. 1,50,000, that is, Rs. 6,50,000. 

(tv) and (v) No. 

(vi) Theie is room enough for granting further concessions as 
suggested in the question in order to stimulate the growth of the 
co-operative movement. 

QuflStion 7A. — (?■) It is not desirable that central banks should 
advance loans to individual meinliers. A central bank, from its' very 
con-stitution and nature of working, is meant for financing and super- 
vising the working of its constituent societies. Central banks issue 
loans to agricultural societies with unlimited liability. This fact goes 
a great way in attracting capital, for investors would always seek for 
safest place for their investments. If loans are granted to individual 
members, they will necessarily be loans with limited liability. This 
dukl function of central banks will affect their credit and lower their 
status. The opening of co-operative urban banks in an extensive scale 
may be encouraged to provide for non-agricultural credit, if necessary. 

As regards loans to depositors, it is a debatable point. But such 
loans may be advanced on special circumstances as special loans on the 
security of the deposits. In such cases, central banks will not have 
to incur any risk and will at the same time reap some benefits in the 
form of propaganda or popularity among the depositing public. 

(ii) So far a.s section 32 of the Co-operative Swieties Act II of 1912 
stands at present, necessity for further relaxation of the restrictions 
has not yet been felt. 

(m) The audit system as at present obtained in joint stock banks 
including loan offices does not seem to inspire full confidence in peopl^ ; 
The question of interlending of funds as suggested may come in ffneh 
joint stock banks would be ready to adopt the same procedure of audit 
'as is done at present by co-operative banks. . 

(it) There is no joint stock bank in the locality. So the question 
cannot be answered. 

Banking business as remittances of money one plscesrto 

another _ mar be undertaken through the medium of the Bengal 
, Rroyincial Co-operative Bank, Ltd. 
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7B«— (0 In places where co-operative societies have been 
opined in rural areas it has the effect of rescuing to some extent the 
agficnlturists from the ever-increasing liability to the local mahajans 
and has also saved them from alienating their lands to those greedy 
mahajans. 

(ii) As the funds at the command of the local co-operative scK^ieti?* 
are very limited, they have not been able to replace the professional 
moneydenders to any considerable extent. No concrete example can 
be cited. 

(iii) The factors that operate against the lapid spread of co-opera- 
tive banks in rural areas are — 

(a) Illiteracy of the mass« 

(h) Shortness of the fund of the co-operative banks. 

(c) Never ending liability of the agriculturists to the mahajans. 

(d) Joint and several liability of the members under the 

Co-(»p(»rative Societies Act. 


Part I A. — Loan Offloes and Joint Stock Banks in the Mufassal. 

Question 1«— (V/), (h) and (c) There are no other loan offices or banks 
in this subdivision except the co-operative societies. 

Questions 2 to 12. — These questions do not arise so far as this sub- 
division is concerned. 


Part 11. — Indigenous Banking. 

^ Questions in this section cannot be answered as there is no such 
organisation in this subdivision as Indigenous Banking os suggested 
*>y the definition. 


Part III. — Invastment Habit and Attraction of Capital. 

Quastion 1 . — (/; Existing hanking resources in this subdivision are 
<a) savings of middle class people and (b) capital invested by mahajans. 

JtY) No. 

(iii) The means or institutions for encouragement of savings and 
investment habit are (a) Post Office Savings Bank ; (b) Government 
loans; (c) deposits in the co-operative banks; and (d) loans to 

Sico-villa^ers. 

(iv) There is much scope for providing facilities for investment. 

' O;) The existing facilities may be improved and extended in the 

emamr interior places by (a) extension of Post Office Savings Bank and 
(6) increasing the rate of interest. 

(vi) Nothing in particular excepting the habit of making ornanients 
Y^ioh, besides being articles of luxury and vanity, are regarded useful 
in some quarters ^or easy means of raising loans in cases of need. 
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QmstiOll 2> — (i) and (ii) These two clauses iaa;i^ be answered together, • 
Postiel Cash (^rtifiaates are popular to a degree. They can be na^idje 
radiw sb' by i^j'r the rate of inter^t and (b) reducing the initiiA7 
period of one year for which no return is paid or guaranteed. 

(m) Vide answer to question 1 (v) of this section. 

(iv) Generally middle class people. 

(v) Higher rate of interest will perhaps attract the landlord and the 
mahajan class. Illiteracy of the agricultural class stands in the way 
of their coming to invest their surplus in these banks. 

(«*) Those who look for more security of the capital invest in Postal 
Cash Certificates and those who look for a hi^^ rate of interest with, 
a certain sense of security lay out in Co-opefeive Societies, the only 
banking institution in the locality. 

The fact that there is some sort of competition as alleged cannot be 
gainsaid. There will be the likelihood of greater competition if the 
recommendations as suggested above be given effect to. 

Question 3> — (i) and (ii) Nothing in particular. , 

(m) The agricultural and middle class people are generally improvi- 
dent. The money which comes into their hands by sale of produce or 
through any other cause are mostly spent away in repayment of earlier 
debts, payment of rent and in litigation. In case of any surplus they 
invest it in small loans to the co-villagers. 

(iv) Farmers generally lend paddy to fellow agriculturists at an 
interest varjnng from 25 per cent, to 50 per cent, on condition of 
repayment at the next harvest. 

Question — (t; The cheque system is altogether unknown in this 
subdivision, 

(ii) and (in) Do not arise. 

(iv) The co-operative banks use vernacular scripts in all affairs but 
they use English scripts in the cheque system wherever they exist along [ 
with other banks. 

1*0 the majority of population the English scripts being unfamilia;^ 1 
there may be some prejudice against them. The vernacular scripfit *, 
may be used with greater advantage if adopted at least as an alternative 
measure. 

Question &• — (i) The banking and investment habit of the people of 
India in general can be said to be of a very slow growth.. This fact 
will be coiToborated by the small proportion of the number of banks . ,, 
established to the number of population. Q' 

(tt) The causes to which this slow growth of banking habit in,,4;he 
people may be attributed at least in this subdivision, seem to bo‘ the 
(a) lack of general education; (b) the generally low economic conditi 9 ]|. 
of the people due greatly tp want of adequate and cheaper toanciag. 

(tti) The idea of educating the i^ople of the subdivision to invest 
their sayings in productive undertakings, e.g., propaganda by (j^ern> 
ment iii r^rd to Government loans for capital expanditure, ia 
only feasible when there will be spread of general education in the 
'Country. . 

fiTo branch of the Imperial Bank of India has been opened 
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M. Ray, Storttary, Kithorganj Cantral G o ei i iii fa tiva#anlc, LUr 

Kishorganj (Mymensingb). 

Part 1. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (i) The agriculturists may be classed under two heads : — 

(a) Those who are in affluent circumstances and generally finance 
themselves for all purposes and take to borrowing under special circum- 
stances only, and 

(6) those who are indigent and live from hand to mouth and alwaya 
seek the help of money-lenders. In this part of the country, the village 
money-lenders generally finance the agriculturists and co-operative cen- 
tral banks which are of recent growth also supply money to those who have 
formed themselves into co-operative rural societies with unlimited lia- 
bilities. 

(it) Rates of interest vary from 75 per cent to 90 per cent, with pri- 
vate money-lenders and joint stock banks including loan companies, 
while the co-operative central banks advance money to their constituent 
societies at 10 per cent, allowing rebate at per cent to those whO' 
repay their loans punctually according to the kists fixed. Loans are- 
taken generally for three years fmm the private money-lenders, while- 
co-operative central banks advance money to be fiepaid in easy instal- 
ments extending over three yeai-s. 

Private money-lenders and joint stot^k banks advance money on per- 
sonal security as well as on the security of immoveable properties. 
Standing crops are not accepted as security for loans. 

Question 2. (i) Jute, paddy, sugarcane, mustard and pulse are the 

principal crops of this district. Most of the raiyats sell their productions, 
in the nearest market as soon as they are ready for sale, to meet their 
doily needs. A very few of them can store them or wait for a better 
market. Some of the raiyats even make forward sales of their crops by 
tiding advances from the money-lenders who make a good bargain by 
tamng advantage of the poverty of the peasants. Thus a raiyat would 
take an advance in March or April on condition of delivering jute at 
Rs. 3 or Rs. 4 per inaund in August or September following. 

(n) The raiyats would welcome any co-operative effort in marketing 
their productions. 

(iii) Co-operative jute sale societies are being established in this 
^district. They are registered under the Co-operative Societies Act, II 
^ 1812, and constituted of members, agriculturists and non-agricul- 
turistSj, who subscribe to the share capital of such societies. They are 
liiiked to the Co-operative Wholesale Society at Calcutta which finance 
They do not however get sufficient funds to carry on their 
otisinesB. 

(ti) (b) It is Quite true that the agriculturists of this part of the coun- 
try do |itot get full value for their produce on account of the speculative 
activities of the firms and companies who deal in export trade and who 
control the prices of their products. _ Thus the mill-owners and the Mar- 
wari and European firms who deal in jute control the price of jute and 
compel the agriculturists to accept the prices of their productions at 
prices dictated by them (the firms). 



QuMtion 3> (/) In this pari of the country t^re^re two kindt of 

latedsT-(o) One class of lands called jote lands are in the possession of <tlie 
^;cupancy raiyats and (6) another class of lands in the khas possession 
of the landlords. Lands of class (•&) fetch higher price than those of class 
{a). The raiyati holdings yielding two -crops a year (namely juth and 
paddy), sell at Bs. 300 to Bs. dOO per kani (nearly one-third of an acre) 
and lands yielding only one crop are sold at a lower price. 

(m) The value of land is affected hy the price of jute and has been 
rising with the rise in the price of jute. Private sale generally fetches 
higher price than revenue sale or civil court sale. 

Quntion 4. (t) There is no legal impediment to mortgage of lands 

or agricultural holdings in this part of the country. 

(it) The amended Bengal Tenancy Act has increased the credit of the 
agriculturists. 

. Qinstion 7A. (i) It is desirable that co-operative central banks 

■should be permitted to grant loans to individual members and depositors, 
for such permission, if granted, will attract more deposits and will make 
the co-operative central banks more useful and popular. ‘ 

(ii) It is also desirable to enlarge the scope for the investment Of 
funds of co-operative societies and to relax tlie restrictions under section 
32 of the Act. 

(Hi) I would advocate free interlending of funds between co-operative 
•ocieties and joint stock banks, including loan offices, provided the latter 
give up their usurious habit. 

(i'v) At present the relations between the co-operative societies and 
the joint stock banks and loan offices are not cordial and there is no 
mutual assistance between them. 

(v) The co-operative central banks are in a position to undertake 
euch banking business as remittances of money from one place to another. 

Question 7B. (i) Establishment of co-operative societies in rural 

Areas has reduced the prevailing rates of interest to some extent on all 
kinds of loans. 

. (ii) Co-operative credit societies have not yet been able to replaibe 
fhe professional money-lenders for the co-operative societies cBjQfngt 
■finance the agriculturists fully and for all purposes. 

(Hi) Joint and unlimited liabilities of the members of rural societies 
And inability of the Central Bank to finance the rural societies generally 
etaud in the way of rapid spread of co-operative banks in rural areas. 


98. 

Mr. D. Boeer Honorary Seorotary, Kalna Contral Go-operativo Bank, 

Kalna (BurdwaiQ. #1 v 

IRart Ir—Agrioiiltural Crodit and Ciwlit Faoilitios for Small Industries. 

' QtfOStion 1. (i) (a) By taking loans in money and grain. 

(6) In money. 

(c). In m<mey and grain. 

(t^*) To bhagjotedars and bargadars, in some cases no interest is 
<^||ipged. as labour is very scarce in this sabdmsion. In other cases 
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mterest varies from 12 per ceat. to 3TJ per cent, geneially. 
Se#rity consists in tends and crops. 

Percentage of secured debts — ^25 per cent, on a rough estimate. 
Percentage of unsecured debts — 75 per cent, on a rough estimate. 

(m) The whole part, as far as this subdivision is concerned, is play- 
ed by co-operative banks. Professional money-lendeis, nierchants. 
defers and private families. Co-operative banks nearly advance about 
12^ per cent., the rest coming from the other classes. 

(iv) For the subdivision — 25 lakhs. 

(v) Untimely and insufficient financing. The main reason is the 
lack of credit of the borrower, and of capital. The. remedy lies in 

K owth of a honest spirit of selfhelp on his part, and more facilities of 
rrowing at the proper season, at reasonable rates of interest. 

(vi) Existing facilities — none. Certainly there is scope for im- 
provement. There should be one primary organisation for financing. 
Other agencies as Government should supply the deficit capital 
required. 

Question 2, (i) To sell at the nearest bat, gunge and bazar as also 

to the beparies. 

Excepting the well-to-do, the small farmers are never able to hold 
up their crops for a better price. The reasons are that payment of 
rents, repayment of loans have to be made after the harvest, as un- 
secured loans are obtained on verbal security of crops. 

(n) Enough scope for pools and co-operative effort. 

(Hi) None in this subdivision. 

(tv) Facilities now none. To advance money on security of the 
crops, by establishment of co-operative sale societies. 

(vi) At the initial stage from the village to the gunge or hat by 
merchants and dealers. 

(vt) (b) I fully agree with the suggestion. During the jute season 
at first a little inflated price is given at the ports. But as soon as a 
ponsiderable quantity is in transit, prices are reduced. Formation of 
ponds and combinations with Government help, a better knowledge of 
port and world requirements and transport facilities are some of the 
remedies 1 can suggest. 

(viii) Through Post Office, locally. 

(ix) Postal remittance transfers for a small fee may be introduced. 
(xii) to (xvi) Locally hundies are not in use. 

(xvii) Locally none of these. 

Quastian 3i (f) Bent-paying khas tends from Bs. 100 to Bs. 1,000 
oiNaverage fertility — ^Bs. 300 per acre. 

(it) Want of irrigation facilities and scarcity of labour, prices of 
orops affect their value. 

Quastion 4» (i) Yes, of korfa-holdings for their non-transferability. 

(it) The amended Bengal Teniucy Act to a very small extent en- 
hattced the cr^it of the agriculturists, and that too in some cases only. 
But the high rate of landlords’ transfea* fee, and the provision in sec- 
tion 26D of “whichever is less” has greatly reduced the value of these 



lands where “fit* times yearly rents” is in excess of the 20 per cent, 
of the purchase hioney. 

(tii) To a considerable extent. 

(iv) None such in the subdivision. 

(ri) The purpose of loan should be enlarged. 

(vtii) From each of the three sources. 

(w) Yes. 

{st) Loss to Government may be declared a charge on the share 
capital as well as the reserves. 

{ri) This depends on local circumstances. 

{riii) Government should be prepared to lend money at rates not 
exceeding 6 per cent. 

QlMStion Si (t) I speak of one village only with a population of 
600. The indebtedness comes to Rs. 10,000. 

(ii) By careful enquiry in typical villages. ‘ 

{iti) (a) 25 per cent. 

(h) 75 per cent. 

(ir) In addition to these mentioned in the printed questionnaire,, 
for ceremonies such as marriage, sradh, etc. 

(r) Where there are co-operative banks, to such banks. Elsewhere 
to professional money-lenders and private families. 

(ri) Increasing. 

(inV) Except in years of declared scarcity, to no extent. 

(»>) Yes, to advance money on interest at 150 per cent, and to 
realize dues by terrorization. 

(jr) Yes, Several instances. 

(ri) To no extent. The law is left where it was. The highest 
legdi interest should be laid down by statute. 

(rit) No. 

(riii) I do not know. 

(riv) By establishment of co-operative societies. 

(rv) 25 per cent. 

(rri) 25 per cent, to 50 per cent, with yearly rests in some cases. 
By suits instituted in cases of default. 

(rtu'i) Already much mischief has been in this direction and the 
process is still going on. 

(rriii) Yes. 

Questioii 8i (t) None worth mentioning in this subdivision, except 
rice-milling and garden produce to a small extent. 

(»/)'This is a very large question. Machine and foreign competition 
are everywhere killing these industries. 

(in) I am sometimes led to think that hand-spinning and weaving 
of jute,, if possible, of introduction as a cottage industry, can give anat 
ployinent to many. 

(iv) and (r) By enlarging the scope of the co-operative banks. 



^ IjllllKrtiMl SA« (t) By laising loans i|p^d investment ,!q| private money. 

in) By enlargeiSaent of the scope of co-operative - land mortgage 
bankii. . " 

Question 8B. (t) Very restricted facilities from persons risking 
their advances. 

(ii) Generally for household expenditure. At very hiffh rates 
ranging from 37 per cent, to 15{) per cent. The latter rate is that of 
the Eabuli money-lenders. In case of secured loans the rate is 
between 12 per cent, to 25 per cent. 

(Hi) To a very limited extent. Their lack of credit precludes the 
possibility of required financial assistance. 

(iif) On the increase. They are being mined. 

^UOStion 7« (i) Ealna Central Co-operative Bank has only some 
connection with the Imperial Bank in that it has remittance transfer 
receipts. 

(it) They suffer from shortness of funds, before they can establish 
a strong financial position. 

(Hi) In this subdivision three lakhs roughly at 'present. 

(ir) No, because no such institutions are in existence here. 

(vi) Yes, concessions such as those enumerated in the question 
itself. 

Question 7A. (i) Yes. 

(H) Yes- 

(m) Yes. 

(iv) I have no occasion to acquaint me with. 

(v) Yes, if the Post Office grants them the facility at a small fee. 

Question 7B« (i) It has the effect of reducing the rate of interest. 

To the extent they are advancing loans. 

(Hi) Lack of co-operative education and habit. 


f>irt I Air-Loan Offloes and Joint Stock Banks in the Mufassal. 

I liOan offices and joint stock banks are not in existence in the dis- 
trict of Burdwan. 


Part II.— Indigenous Banking. 

Indigenous banking is not in existence in the Ealna subdivision. 

Part III.— Invostmof^ HUMt end Atfraotion of Capital. 

; QuailSM (t) At present the surplus income and savings of a few 
JWple. 

(n) For the subdivision ten lakhs more rougbly. 





(m) The Post Office Sayings Bank, dish certificates and co«openttiTe 
societies. 

(m?) No, to the extent required.. 

(^•) Yes, by establishment of rural co-operative societies. 

(vi) Ordinarily iii ornaments of gold and silver. 

Question 2. (t) Not to any marked extent. 

(tr) The fortunate few who can effect savings. 

Question 3* (i) I am not in favour of diverting small savings to 
taking up of Government societies in preference to their otherwise 
manifold uses, namely, supply of credit for co-operative banking, pur- 
chase and sale, production, etc. 

(ii) In this subdivision such transactions rarely take place. 

(i«) In this subdivision, they spend it towards household expenses, 
and surplus, if any (in very few cases only), they lend to others and 
keep with themselves. 

(iv) In some cases only at rates of interest ranging from 12J per 
cent, to 37§ per cent. They stock the surplus grain. 

Question 4« (i) Almost nil. 

(ij) No raarke<l local effect. 

{it}) Highly desiralble. 

Question 5. (t) Yes. 

{ii) The causes primarily are that people have very little savings 
to make and also absence of financially sound institutions. 

(iii) People are shrewd enough to know where it is safe to invest 
their money with a decent return. 

(iv) No such local branch in this subdivision. 


99. 

Mr. A. RazzaquOy Secretary, Islamia Co-operative Urban Bank, Ltd., 

BarisaL 

Part I.— Agricultural Credit and Credit Facilities for Small industries. 

Question 1. (i ) (a) About half of the agriculturists borrow money 
for cultivation and they are mostly financed by, local mabajans and 
money-lenders and in a few cases by the rural co-operative societies 
and Government. The rest can defray their expenses themselves with 
difficulty. 

(6) For capital the agriculturists generally borrow money from the 
local mahajaus as well as from the co-operative credit societies and for 
permanent improvement, they do it mostly by manual labour and in 
few cases they take loan from local mabajans and co-operative societies 
as their number is very small. Only in the colonisation area, per- 
manent improvements are effected with the aid of the Government 
agridhltural loans and land improvement loans. 

(c) Most of the agriculturists pay rent from the income of their 
produce. Very few persons borrow m<mey for the purpose For failure 
of monsoon they take loan from the local mt^ajans and in a few casei 
from co-operative societies and agricultural loan frmn Oovernment. 
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(4i) Tlie existing co-operative societies in tliis district are quite in> 
adequate to meet the financli|[ demand of the cultivators of tha 
district, ^hey invest money at the rate of Es. 16-10 to Es. 18-12 per 
cent, ner annum on land and personal sureties. The duration of short- 
term loans is one year and duratio'n of long terms is 3 to 4 years. 

Local mahajans advance loans in ordinary cases for one season at 
high rates of interest varying from Es. 3-2 to Es. 9-6 per cent, per 
month. The ordinary money-lenders also advance money on land 
mortgage at the rate of Ee. 1 to Es. 4 per cent, per month for indefinite- 
period. They also lend money on the sei^urity of ornaments for a period 
not exceeding 3 years on the condition tliat if they do not repay the 
loan their claims to ornaments will be waived. 

Loans on standing crops are tew and for one season, i.e., 6 months- 
and carry interest at Rs. 3-2 to Rs. 6-4 per cent, per month. 

At least 75 per cent, loans of this district are secured in the casea 
of land mortgage and ornament security loans. 

(in) Local raahajans and money-lenders are mostly financing the 
agriculturists. The local mahajans give ready help to them when they 
are in urgent need, (lovernment help tlie tenants at the time of 
famine and flood. The .joint sto<k companies and Imperial Banks 
never help the agriculiuri.sts of this district direct. The activities of 
co-operative societies are confined to their members only who are small 
in number. 

(iv) About 2 crores of rupees for this district. 

(r) The present system is defective inasmuch the rates of interest 
are excessive. Once in the hand of the mahajans the debtor can rarely 
come out in his lifetime and the man is gradually rendered a landless 
pauper. His jKirperty passes into the hands of the mahajans because 
he lacks not only in edu(;ation but also in knowledge of his rights and 
po.sitions. In cases of land mortgage loans lx)th the creditor and the 
boiTower remain silent. The creditora remain silent at the temptation 
of the land and the debtors for want of any pressure for demand. The- 
result is that when the borrowed amount becomes heavy the creditor 
falls ujjon the debtor with the conseiiuence that the mortgaged pro- 
perty passes into the hands of the mahajans. 

The only remedy we can suggest is the establishment of sufficient 
number of co-operative societies of limited and unlimited liabilitic-^ 
according to the condition of the locality, which are all opposed by the- 
local mahajans. Passing of an Act fixing maximum rate of interest 
may be useful. Besides these, the general condition of the agricul- 
turists*' cannot be improved unless they come to proper senses through, 
education and thereby they can learn now to protect their own interest. 
The question of finance next arises and it can be met by the financing 
organs such as the central banks, the provincial bank, the Imperial' 
Bank and partly by local deposits. Truly speaking the supervision of 
Government is necessary in all cases. 

(vi) There is no co-ordination amongst the various credit agencies 
except the co-operative credit societies. In this district each of the 
co-operative credit societies with limited or unlimited liabilities has a 
connection simply with the central bank, and in very few cases with 
the provincial bank. The difficulties to some extent may be solved if 
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TOrrow money from the sister imlltttlrone at ^e time of need! 


Qii^tion 2. (i) Baiyats generally sell their crops to beparis at ike 
rate usually fixed by them which is based on rates at centres lehere the 
beparis dispose them. They do not go direct to any bi^ Inarket. They 
' are quite unable to hold up ^eir crop for a better pnee fev shortness 
of fund. To meet their contingencies they are compelled to sell their 
crops then and there at the price dir^ated by the beparis and farias even 
if the market be dullest at the time. 


(tj) The only remedy we can suggest if the CcM)perative Depar^ 
ment stai-ts a store house in eveiy union so that majority of the culti- 
yators may be members at a uniform rate of share money. They will 
sell their crops to the store house at the season time to meet their con- 
tingencies at the prevailing market rate. The store will sell its crops 
when the market improves. The cultivators will get in return the sur- 
plus profit according to the proportion of crop supplied to the store 
after necessary deductions of establishment charges. > 

(m) There is no co-O'perative sale society in the district except one 
in the Suhdarbans area. It is a liiniteil liability society started on 
share basis. It is affiliated to the Khepupara Central B^k. It ^ets 
its finance by sale of shares, local deposits and sometimes by taking 
short-term loans from the central bank. There is no difficulty in 
obtaining finance. It is managed by a board of directors elected by 
the shareholders in their annual general meeting. 

{iv) There is no facility for financing products during marketing. 
If facilities can be given, it will fetch better price of produce for the 
tenant.^ and consequent improvement of their condition. 

{vi) (a) and (b) The different classes of banks and bankers do not 
play any part in financing (a) and (h). Simply the merchants and 
dealers do all works in these connections. 


, (vi-a) The big merchants living in important centres of the district, 
advance money to small dealers for purchasing different kinds of crops 
from hats and markets at a rate dictated by the former to the latter. 
That rate varies towards the degrees according to local cireumstances. 
The small dealers get certain percentage as commission from the big 
merchants on the purchased articles. Generally the big merehauts 
msin^e their business with their own capital. 

(vi-b) We fully agree with the suggestion made. In this connec- 
tion our replies to 2 (i) and 2 (ii) may he referred to. The concrete' 
instance is that there are several big rice merchants at Baga Bandar 
in the Patuakhali subdivision of this district. All these merchants 
belong to foreign districts. The Patuakhali subdivision is the best rice 
producing area of this district. T'he Baga mer(.-hants control the rice 
market through their small dealers. The small independent pur- 
chasers cannot cope with them. These merchants store almost tihe 
whole of rice grown in the area and sell at a time when the market 
impfoves. , 

(vttT ti is^ not a f^t that for lack of credit of borrowers ikexe it |i 
lack of Irinki]^ lacilities to persons engaged in the oMiveniniit of prih’ 
cipjftl crops. The thinp^ is that sufficient banking facilities do not nt 
prieehi exist in this district for taking up the movement of the inin* 
crop bi a oo^opinntive syit^ 
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f J*or interoa remittance, the existing facflities such ai'-feinit- 
tancfe |ralDsfer receipt, j^eque, demand draft and hundi may be availed 
It is tc be regretfad that even* antral co-operative banks charge a 
oominissioB in cashing cheques, which are accepted by the Provincial 
Co-operative Bank at this fall value. 

A practical move in this direction is only possible through postal 
savings banks, which have innumerable branches all over the district. 
Chittegong Ehasmahal saves a good deal of this remittance cost, by 
cashing postal cheques in Ehasmahal offices on receipt of advice from 
the Sadar Treasury. Similarly rural co-operative banks can save cost 
of remittance to central banks, by_ cashing postal cheques, on the advice 
of head post officer, %ho will^ redit the amount in favour of the central 
bank account. Similarly central banks will cash postal cheque which 
will be credited in favour of the rural society in the sub-post offices, 
where the society is situate. The system has l>een tried and found 
to be succes.sful and incorporated by Government in Rule 10 of Tehsii 
Treasury Rules, approved in Gorernment letter No. 491 T. — R., dated 
8th Octobei' 1928. 
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The Bengal Provincial Co-operative Bank, Ltd. 

Part Ir— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (a) From co-operative central banks in the shape of 
short term loans where that system is in vogue. Where there ai'8 no 
short tenn loans (repayable in one year) hy long term hjans (ordinarily 
foi' 2 to 3 years, in some central hanks for 4 to 5 years) from central 
banks if the agriculturists happen to he or are willing to be members 
of a rural co-operative society. 

From village money-lenders, landlords and in some cases from 
joint-stock banks, Eabuli and Marwari money-lenders. 

In the shape of advances money from merchants on condition of 
supplying them with crops when harvested at a price far below the 
then market price. 

(ft) From money-lendere and in some cases the district boards also 
.grant a portion, say half or one-third of the cost, provided the villagers 
oan raise among themselves the other half or balance either by sub- 
scription or by taking loans individually for his personal quota. In 
some more instances a philanthropic landlord or merchant or Coui-t 
of Wards also render h«p. 

(c) Takavi loans from Government in cases of famine and distress 
and flood. 

Loans from co-operative societies. 

Loans from private money-lenders and joint-stock banks, etc. 

From public charity in the shape of relief fund. 

Bemission or ahej’-ance of rents from landlords. 

(n) Bate of interest charged by co-operative societies vary from 
to 16 i>er cent, per annum and 9^ to 12| for short term loans only. 
“That charged by private money-lenders is from 18? to 75 per cent, 
per annum with quarterly to annual rest on simple bonds in many 
•liMaws. 


38 
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Th® joiat-rtock baiiks^ charge from 12 to 37J per cent^ for loans 
below one thousand on simple bonds with annual rest. 

In case of mortgage bonds the rate of interest charged is from 12 
to 24 per cent, per annum , in some cases up to 30 p»r cent, with annual 
rest generally. . 

The loans are generally stipulated to be repaid within three jnlars 
in case of unre^stered simple bonds as that is the period of limitation. 
In case of re^stered bonds the loan is generally made repayable in 
6 years and in mortgage bonds in 12 years where personal liability 
is not sought to be enforced, the security being more than sufficient. 

In case of co-operative societies loans are repayable within 2 to 4 
years in the case of long term loans and one year in case of short 
term loans. 

The nature of the security taken is mortgage (simple, usufructuary 
and mortgage by conditional sales). 

Probably about 33 per cent, of such loans only are secured. 

(in) There is provision for Government financing agriculture 5u 
the Ijand Improvement Loans Act and in the Agriculturists’ Loans Act. 
But the financing under these two Acts is few and far between. Besides 
the rules are very stringent. 

We do not know the part played by the Imperial Bank. 

The joint-stock banks do grant loans to agriculturists to a small 
extent. 

Co-operative banks through rural societies also grant loans to 
members of such societies only. But the percentage of such inembeis 
is very small compared with the population of the village. It is the 
professional money-lenders, merchants and dealers, and in a few cases 
the indigenous bankers, uho make enormous profit by lending money 
at an exorbitant rate of interest. 

Some landlords also advance money to their tenants. 

' (it?) On a minimum average estimate about fifty lakhs of rupees 
may be required in every district of the province. It is very difiieult 
to form any definite idea. 

(t?) Defects — 

Re. Co-operative societies — 

(1) Dishonesty on the part of the Panchayets of rural societies 
in many cases. 

(2) Too short a period allowed for repayment of loans, via., 1 to -i 
years generally. 

(3) Delay in getting loans in most eases. 

(4) The unlimited liability of its members is frightening many. 

<6) Insufficiency of the amount granfed. 

Re. JProfessiional martey-lenders — 

(1) Excessive rate of interest. 

(2) Dishonesty in not advancing the full amount noted in t^ bondl 
and pot cr^iting all payments made by debtors. 

P) In many cases they lend only with an eye to sicquixe the laadbk 
debtors. 
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■^'dhdition to sell the produce at an unusually low rate. 

Re, Joint-ftock hankt—-> 

(1| Higk jrate of interest. 

(2>- t5ompound interest. 

Remedies suggested — 

(1) Starting limited liability credit societies and land mortgage 
banks and lending at 12 per cent, per annum simple interest or lower 
rate for a long period to be repayable in easy instalments, say from 
6 to 12 years. 

(2) Prolonging the period of repayment for long term loans to 
5 or 10 yaars and of short term loans to 2 years in easy instalments 
in the present rural societies. 

(3) In case of cultivators having lands below 6 bighas or 2 acres 

loan should be mainly for the purpose of acquiring lands, as 

otherwise it would be impracticable for him to be free from indebted- 
ness at any time. 

(4) To fix the maximum rate of interest to 12 per cent, per annum 
in case of secured loan and 18^ to 24 per cent, in case of unsecured 
loans by means of legislation. But in cases of unsecured loans for 
more than Rs. 500 the maximum rate of inter ?,st .should not be more 
than 18J per cent, per annum. Compound interest should never be 
allowed. In any case the creditor should not be allowed to recover 
in the shape of interest an amount more than double the princi[)al 
sum lent. 

(o) In the cas? of registered bonds the consideration should alw'aye 
be paid in the presence of the Bi?gistrar or Sub-Registrar as the case 
may be. 

Where the loan is wholly or partly for repayment of a previous 
loan, the receipt of the previous creditor for the amount receiwd 
attested by two witnesses should be taken as consideration paid and to 
be endorsed on the back of the Iwnd by the Sub-Registrar. 

(6) In granting loan to a cultivator the land mortgage bank should 
enquire and ascertain his total liability and lend him the full amount 
required to pay off all his debts and to remove his present needs. 
Provided of course that the proper valuation of his lands can cover 
twice the amount required. 

(7) Propaganda work in making him learn thrift. 

(8) Free and liberal application by the Government of the pro- 
visions of the Land Imprevements Loans Act and the Agriculturists’ 
Ijoans Act. 

(9) Government financing to a certain extent the land mortgage 
banks at the start. 

{vi) There is unfortunately no such co-ordination except between 
Government and the co-operative banks and societies. 

There is much scope for improvsment in this direction. 

The Government and the Imperial Bank should both afford greater 
facilities to co-operative banks. As an instance the Government and 
tiie Imperial Bank may grant loans to the Bengal Provincial Co- 
operative Bank at a lesser rate of interest, say, 4 per cent., so that the 
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said bank may in itf . turn grant loans to land mortgage and other 
co-operative banks at 5 to 6 per cent. The Imperial Bank also should 
freely open cash credit accounts and grant loans to big and well 
managed central and town banks and to joint -stwk banks also. The 
Imperial Bank should also afford remittance facilities to co-opierative 
banks free of cost in the shape of Sola Bills and otherwise. 

Provision by legislation that every credit agency should be bound 
to supply correct information to any other such agency on requisition 
regarding the debts of a pei'son due to the former aj^ency, otherwise 
it shall be presumed by a court of law that there is no such debt 
subsisting and the claim of the latter agency shall have priority over 
that of the former and the former shall lose all right to rateable 

distriWtion in case of sale in a money decree. Provided of course 

the latter agency shall be bound to maintain the strictest secrecy with 
regard to any such information supplied. 

Quwtion 2. — (i) The I'aiyats in general are unable to hold up their 

crops for a better price due to poverty, indebtedness and pressing 

necessity. 

(ii) There are great possibilities for co-operative effort in forming 
sale societies, but these societies sliould be managed by efficient and 
honest people and Government should finance these societies at - the 
outset to a certain extant, so that these may tide over unhealthy com- 
petition by arntdars. Marketing produce is a great pioblem with the 
raiyats. 

(tit) The following credit facilities are required: — 

(a) Establishment of store bouses or arats and sale societies. 

(b) Advance of half the market price of the crops, bmught for 

being stored, immediately, and to see that all arrears of 
rent are paid out of these advances. 

(c) Arrangement for speedj’ sale of these crops at the full market 

price of half of the stock, and then gradually to pay balance 
‘ of the price to the raiyat within two months at the latest. 

The facilities actually existing are none. The raiyats are Ixiund 
to sell at the pritw dictated by the merchants or take advance from 
aratdars at a high rate of interest against the crops stored in the 
arat pending sale thereof. 

{v) Yes. Forward contract has to be made in case of foreign trade 
and that involves speculation and so more money is required to comer 
the market. 

(vi) (a) Joint-stock banks to a certain extent professional money- 
lenders generally do the work of financing during the above stages at 
a high rate of interest and that even generally for short terms. The 
smaller traders and middlemen experience great difficulty and ^eiefore 
have to agree to high rate of interest. 

The co-operative town banks may to a certain extent ramove this 
difficulty by opening cash credit accounts with merchants and traders 
charging interest at 9| per cent, per annum. The ra^ of .interest 
may be lowered if the Imperial or the Provincial Bank imh 
them at 5 or 6 per osnt. i^r annum. If the constitution is altered h 
lime V^n big central banks also can finance the indm4mi^ tniders 
:«kr /merchants. / ■ 
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If the constitution, of the Bengal Provincial Oo-operative Bank is 
^tered it may also finan<'e big men-hante at 9 per cent, simple interest, 
i.e., those who want a lakh of rupees or more by opening a cash ciwlit 
ac.count on TOod se<'urity or continuing guarantee from substantial 
guarantors offering good security. But these loans should always be 
for a short term. 

(ri) (b) Tee, the suggestion is correct to a certain extent. That 
is in cases where the grower i.s free from indebtedness and above want, 
so that he may wait for a better price. 

But there is always the other side of the shield. From u business 
point of view everybody wants to pay tlie least possible price and to 
make the best otit of the bargain. The question always is — Wh<» has 
the greater staying iK)wer? The solution for the agriculturist.s lies 
also in combination and control so that they may also be in a ])osition 
to dictate the price at which to sell. 

The other observations have aheady been noted above. 

(r?7) To a reitain extent it may Iw so. The causes arc several 

and not any particular one. It is a (‘ombiuation of diffeivnt causes 
and varying circumstances. The iKurowers’ lack of cretlit ])Iays an 
important part. In the case <»f expoii tra<le want of any organisation 
of Bengali firm or society to deal diiectly with foreign buyeis oi' con- 
sumers with agencies in Europe, America, etc., is a »‘au>*p which goes 

a great way to create a position of monopoly in favour of others. 

Definite standaid of quality ])lay8 an important part in the case of 
jute. 

(vij/) Itemittame Transfer Keceipts fiom (xovernment tieasiiries, 
through Imperial Banks, by chequ.'^s to a certain exbuit, l»,v ilrafts 
issued by some of the co-operative central and town banks on tbs 
Bengal i’jovincial (’o-<ipeiative Bank, by hundis and through post 
offices and bills of exchange, 

(i.r) Postal money order is too <'ostly. Tin* e«»inniission should he 
reduced by half tor the ])ublie and one-iourth tor co-operative banks 
and societies. Insured letters also ari» costly and not free fiom risk, 
and it is not possible always to secui'e currency note.s of higher 
denominations in Mufassal without paying bnft/i at a high rate. 
Government treasuries in Mufassal also do not free'ly give such notes 
in exchange for cash or small notes. Government should allow co- 
operative central and town banks always to have supplies of fresh 
notes of any denomination in exchange for cash and vice versa, so 
that the public niav easil.v get currency notes of any denomination 
always. This would facilitate remitting money by insurance and 
would be of great advantage to the public. Registration fee should be 
reduced. 

Reduction of the rate for Sola and Suppl.y bills by the Imperial 
Bank and issue of the same to co-operative banks free of any charge. 

Reduction in stamp duty on bills of exchange. 

Circular b,v Government to allow co-operative banks and societies 
to bav-e R.T.R. free of cost as now, as often as they rsfjuire from and 
to any treasury or sub-treasury and upon any branch of tli’ Imperial 
Bank in India and Burma. 

Xdke Imperial Bank the Bengal Provincial Co-operative Bank 
also shot^d be authorised to issue Sola or Supply bills or R. R. to 



Ifufaasal cooperative banks and societies which may be encashed at 
any district treasury. 

Selected central banks should be entmsted with Trsasury work as 
an experiment where there is no branch of the Imperial Bank. 

(a) These play an important part where there is a brantih of the 
Imperial and National Bank of India. Some of the well managed 
cooperative banks, e.g., the Mymensingh and Burdwan Central Banks 
and the Bajsbahi Go-operative Town Bank have given a great impetus 
to the free use of bills of exchange by traders as the merchants of 
Calcutta and other places send the Railway receipts to customers 
through these banks along with bills of exchange which are collected 
by these banks and remitted by drafts or cheques. 

The co-operative banks also discount cheques and bills of exchange. 

(m) Yes, the stamp duty may be the same as charged on pro notes 
or it may be lesser. 

(ariM) Yes, certainly. 

(otv) (a) Bankers should not be liable in any way if they discdunt 
or rediscount hundis to their customers or known or reliable person of 
position in due course of business. 

The definition of “holder in due course” as in S. 9 should be 
so amended as to give protection to bankei-s dealing l)ona fide even if 
the bill of exchange or cheque is afteiwards proved to be a forged docu- 
ment or that any one or all the previous endoi-sements are forged. 
Banker should be held responsible only for the last endorsement at the 
time of pajanent. 

(itvit) Railway receipts, bills of' lading, wharfingers’ certifioates. 

(juviii) No. 

There are great possibilities. 

(xx) Yes. 

Question 4.— -(i) No. 

(it) The credit is sure to be enhanced. 

As the new. Act has only recently been passed no appreciabl? rise 
in credit has yet been felt. 

(iii) Not to any appreciable extent as the new Tenancy Act allows 
also sal© of a part of the holding and division of rent. But this small- 
ness affects the value of the holding only but does not in any way stand 
in the way of establishing long term credit institutions. 

(iv) There is a land mortgage co-operative bank at Naogaon 
(Rajshahi) which gives long term credit to the members of the Ganja 
Co-operative Society only. 

Joint-stock banks practically give long term credit. Though the 
stipulated period for repayment is mentioned to be within those years 
the period is extended to several years in good cases by taking endorse- 
mehte of payments and in case of mortgage bonds they generally 
wait up to 6 to 12 years before instituting a suit for recovery if the 
■ecuriiy is sufficient. 

iv) The Nao^on Mortgags Bank gives loan to msmbers on taking 
mortgage of their lands after paying off all previous incumbfhnces or 




The capital is derived from paid>up share value and from deposits 
iuaihly. 

(vt) Land mortgage banks may be formed as a separate co-operative 
bank with limited liability and be started at the beginning as an 
annexe to all central banks to give relief to the villagers at an interest 
between 12 per cent, per annum simple interest on easj" instalments 
to be repayable in six to twelve yeara accoi'ding to the amount 
advanced. The capital to be raised by the sale of sharos and de|>osit 
from central banks and outsiders. The details of the scheme to be 
fixed by a small committee of expeits nominated by the Kegistiar. It 
would not be difBimlt for the central banks to get long term deposit 
if they issue fixed deposit receipts in the nature of Cash certificates 
to pay double the amount at the end of ten years. 

As regards small landlords and talut|(lars, the town banks may easily 
give them relief at to 10 per cent, simple interest, it allowed by 
the Registrar of Co-operative Societies to grant loans to such pei-sous 
on mortgage who ana not residents of the town. The Uengal Provincial 
Co-operative Bank may grant loans to such town banks or mortgage 
banks when nece.ssaiy at 7 per cent. At the outset Government 
should grant some money at 3 or 4 per cent, to be recoverable in 30 
years in equal instalments. 

Mere scheme on paper would l>e of no use. A haw svich banks, 
say five, should at once be started a.s an experimental measure. 

{viii) All the three sources — («), (6) and (c). 

(ir) Yes, for both. 

(,c) One-third of tha Director should be Goveniment nomiiieas. 

Strict supervision and audit and power to take up the management 
in case of mismanagement by the Directors and also power lo <Hi'ect 
that suri)lus cash balance should be deposited in approved banks. 

(.n) At 6 per cent, interest on debentures with Government guaran- 
tee. Without such guaranto? the debentures are not likely to be sold 
to any appreciable extent. 

Lending to agric-ulturists at 9 to 12 per cent, simple interest. 

To landholders or landlords at 9§ to 12 per cent, simple interest 
according to the amount of the loan granted. 

. ixii) Yes. 

QtMStion 7. — (i) Cordial relation exists between the Bengal Pro- 
vincial Co-operative Bank and the Imperial Bank and the other big 
and joint-stock banks in Calcutta. 

(ii) The only difficulty is the high rate of interest. The Bengal 
Provincial Co-operative Bank gets loan or cash credit from the Imperial 
Bank at bank rate which is ordinarily 6 to 7 per cent, and so cannot 
lend to central banks or industrial or other societies at less than TJ 

S jr cent. So the Imperial Bank should be allowed to lend to the 
engal Provincial Co-operative Bank, Lt<l., at 4 per cent, only so that 
the co-operative societies may get loan at 6 per cent, 

(tii) At least a sum of Rs. 25 to 30 crores is required. 

(iv) No, 

(v) (a^ Extension of sj^cial exemption from income tax and super 
tax to all co-operative societies or institutions. 
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(6) The Provincial Co-operative Bank debentures should be indudl- 
■ed in the list of trustee securities. 

(0) Money order commission on money remitted through post offices 
by any co-operative bank or society or union or insGtution should be 
reduced to 4 annas per hundred subject to a minimum of 2 annas and 
a maximum of Bs. 10, and also to allow that a sum up to Bs; 6,000 
may be remitted by co-operative banks, etc., to any district or sulv 
divisional town and up to a sum of Bs. 1,000 to a place where there 
is only a sub-post office, in one money order. 

(d) Insurance and registration fees to be reduced by, one half. 

(e) Government treasuries to grant B. T. B, freely through all 
district and sub-treasuries and in the district itself, and also freely 
allow encashment thereof in all sub-treasuries and district treasuries 
throughout British India and Buima free of cost as now for all pur- 
poses to facilitate inter-subdivision and inter-district and inter-province 
remittances of money through co-operative banks. 

(/) The Provincial Co-op?rative Bank should be allowed to issue 
drafts upon all branches of the Imperial Bank of India in India and 
Burma, and that such branches to honour and pay these drafts on 
presentation by the holder thereof in due course. 

(g) Some approved central and town banks be allowed the conces- 
sion that their cioseed checiues for a sum not exceeding Bs, 2,000 on 
the Inipsrial Bank, Calcutta, may be cashed at any branch of the 
Imperial Bank in India and Burma on presentation through any other 
bank, provided that the banks empowered to issue such che([U3s should 
always have a minimum cuiTent deposit of Bs. 5,000 and a fixed deposit 
of Bs, 5,000 or G, P. Notes of the same amount kept with the Imiierial 
Bank, Calcutta, or such other safeguard that may be necessan,'. 

(h) Each provincial co-op?rative bank should honour on presenta- 
tion through a banker the cres-sed draft of .^very other provincial co- 
operative hank in India for a sum not exceeding Bs. 5,000 in one such 
draft, and for this purpose each provincial co-operative bank should 
hAve a current deposit ac<iount with every other such bank for a sum 
of Bs. 5.000 always. 

(1) Co-operative central hanks and town banks may b? allowed to 
keep their ca.sh balance or a portion thereof in the Government 
treasurj’’ like the district hoard and the municipality and to withdraw 
the same by cheque on these treasuries. 

(;) A few selected central hanks may b? entinsted with the work of 
Govemm'.ent treasuries like that perfomied by the branches of the 
Imperial Bank of India in some places. 

(iS;)^ Allowing the long term deposit receipts issued by some co- 
operative banks in the nature of a postal cash certificate to be negoti- 
able as a cheque or bill of exchange subject to the approval of suci 
co-operative banks. 

QlMStiOfl 7A. — (t) No, where there is a co-operative town bank. 
Where there is no such town bank this may be allowed so long as a 
town bank is not started there. 

(*Y) Yes. 

Yes. 
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In some places it has been seen that they do help co-operative 
8 with deposits in times of need. The relations are in most cases 
not ultfriendly and depositors are common. 

(v) Go-operative central banks and big co-operative town banks have 
current deposits in the Bengal Provincial Co-operative Bank and they 
are in a position and some of them are successfully doing banking busi- 
ness as remittance of money from one place to another and especially 
to Calcutta by means of drafts on the Bengal I*rovincial Co-operative 
Bank; and those who have gctt cuiTent deposit with Imperial Bank do 
also use chetiues on the Imperial Bank for such purpose. There is no 
Question of infringement of the Co-operative Societies Act in doing 
this. 

101 . 

Mr. Musharraf Hussain, Secretary, Khepupara Central Co-operativi 

Bank, Ltd., BakarganJ. 

N. B. — These answers relate to the Sundarhans area in the 
Bakargenj district. 

Part 1. — Asricultural Credit and Credit Facilities for Small Industries. 

Question 1 . — (i) (a) Agriculturists obtain finance for expenses 
during cultivation by horrc»wing money from co-operative credit socie- 
ties and local mahajans. 

(f/) For capital and permanent improvements they obtain capital 
by borrowing money from the co-operative credit societies and local 
mahajans. Government also grant land improvement and agricul- 
turists loans. 

(r) For other special needs they get finance from co-operative credit 
societies, local mahajans and Government. 

(//) Ratt»s of inteiest are different. Co-operative credit societies 
charge interest at Rs. 18J per cent, and 15 10/16 per cent, per annum. 
Government at Rs. ()| per < ent. per annum and lo<‘al money-lenders at 
Rs. 25 per cent, for four months. 

As regards periods for which loans are taken, co-operative societies 
advance two kinds of loans — one short term loan for one year atid the 
other long term loan generally for 3 years. Government advances 
long term loans; money-lenders geuemlly advance loans for one season. 

As regards security taken and accepted, co-operative societies take 
security of land. Government receives personal security and local 
money-lenders generally take security of crops, in some ca<es, of land. 
As regards other conditions attaching to the giant of such loans local 
mahajans generally advance money on crop; the term is that they 
would get the harvested crops at the rate fixed up by the mahajanis 
themselves. Because at the time of dire necessity for money the 
agriculturists succumb to the terms of mahajans and have no option of 
their own. As rejsrards percentages of secured and unsecured loans, 
this may not possibly be calculated but in many cases the loans are 
secured. 

(m) Jjocal mahajans and money-lenders play the more important 
part in fihancing agriculturists than other financing agencies such as 
Government, Imperial Bank of India, joint-stock hanks, etc. 
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T<o<!al mahajans jp:ive a ready help to the agriculturists when they are 
in u^:gent need of finance. Goremment help agriculturists at tibte time 
of cultivation, total failure of crops, famine, flood, etc. Imperial 
B^k of India does not finance agriculturists direct. Same case with 
joint-s^k banks. Activities of co-operative credit societies are limited 
to their membere only. Merchants and dealers advance money and 
articles to a certain extent to the -agriculturists on crops and money. 
No other organisations give credit in this part. 

(iv) About 10 lakhs of rupees for the Sunderbans area. 

(v) There are defects in the present system of financing agricul- 
ture. Agriculturists, when they take loans from merchants, dealers 
and local mahajans, are reduced to pauperism as these financing agen- 
cies charge prohibitive interest. Over and above these they take the 
crop or produce at much reduced rates than the then prevailing market 
rates. The result is that the agriculturists do remain always in debt. 
To safeguard the agriculturists from these evils, there is only one 
remedy, i.e., opening out as many co-operative credit societies as 
possible along with propaganda work against mahajans. The estab- 
lishment of village societies to watch over the unnecessary and extra- 
vagant expenditure of the borrowers and repayment of loans as far as 
possible every year can save them from pauperism. Passing of an Act 
for fixing maximum rate of interests and transfer of lands to the maha- 

j 'ans is essential. The mahajans should not be allowed to purchase the 
ands of the cultivators at a low price amicably or in the civil court. 
An Act prohibiting sale of lands of the borrowers for the price of 
articles sold to the cultivators or bonds taken thereof when they can- 
not repay the price of articles sold. 

(rt) There is no co-ordination amongst the various credit agencies 
save and except co-operative cietlit societies. Yes, there is much scope 
for improvement in that direction by appointing supervising officers 
to watch over the interest of the creditoi- against unnecessaiy and extra- 
vagant expenditures beyond their means and repayment of loans. 

Question SU — (i) Baiyats generally sell their crops to bepariei 
(middlemen) at the rate offered by the latter. They do not go direct 
to big markets to sell off their crops. Yes, he is quite unable to hold 
up his crop for a better price for shortage of fund. 

(li) There ai*e veiy little possibilities of forming pools of marketing 
produce by co-operative efforts, because the agriculturists partly sell off 
their crops long before the harvesting season by getting money at a 
lower rate than tlie usual price of the crop and they are idle enough to 
tiike the produce separately to a central place. The beparies come to 
their doors and they sell produce to them at any price offered by the 
former. 

(in) Yes, there is a Central Co-operative Supply and Sale Society 
at Khepupara (Bakarganj). It is a limited liability society. It is 
managed by a Board of Directors elected by ordinary members in a 
general meeting. It is affiliated to the Khepupara Central Coopera- 
tive Bank, Limited . It gets finance by sale of shares, deposit and 
soMetiines by taking short term loans. There is no difficulty in obtain- 
ing finance. The Society is starting a rice mill within 2 months and 
the raiyats can sell their paddy in the mill, but I am afraid they will 
not take the trouMe of bringing their paddy to the mill thougb riie 
cost of labour will he offered in addition to the price. 



I (ip) Durilig marketingr of principal crops the apfrieulturists do re- 
qiiiitWi eredit f^ilities. At present no such facilities exist. If they 
are actually given facilities they would get a better price fw their pro- 
duce and their condition would lie far better off and prosperous. 

(p) Yes, if such facilities are given, internal and foreign trade 
would be affected as the sellers would hold up sale. 

(pi) Other financing agencies, such as Government, cooperative 
societies, joint-stock banks do not play any appreciable part in financ- 
ing (a) and (6). Merchants and dealers genei-ally play a greater part 
in financing (a) and (b). 

(ri) (a) The mahajans and dealers generally advance on the pre- 
duce and control markets, hats and mokauis. There is no such dilfi- 
culty in connection with the above financing. The only drawback is 
this that agriculturists do not get better price. To remove the said 
defects, I would suggest co-o]ierative help. 

(ri) (b) Yes, the grower of protluce does not get full value for his 
produce as the rate i.s generally fixed by the purchasers. If the growers 
could get short term loans on low interest at the time of marketing, 
I am sure they would be able io hold up their piwiuce and would get 
better market price. 

{vii) The lack of banking facilities to persons engaged in the move- 
ment of the princijyal crop is due to causes of borrow'ere’ lack of credit 
and not want of definite standard of qualities. The most important 
thing is to teach the growers how to obtaiu funds for expenditure at the 
time of dire necessity. 

{viii) For internal i-emittance the facilities that exist are; Remit- 
tance Transfer Receipt, chetiues, <lemand draft and hundi. 

(hr) To encash cheques, demand draft, hundis, discounts are charg- 
ed from parties. As the hanks earned something from the amount de- 
posited in the hank, they should not charge any discount. And 
cheqvies, hundis, demand drafts, etc., issued by any one hank should 
be honoured by all financing agencies. 

(.r) Negotiable instruments play a very important part in the inter- 
nal trade of the province. It saves lots of troubles and expenditure of 
money in taking large cash from one place to another. It also facili- 
tates payments. 

(ri) The bill .should be more extensively used and the duties on hills 
should be reduced. 

(rii) In this part of the district, no hundi is cuixent. 

(ri/?) I do not think so. 

(rii?) T am not in a position to answer this question. 

(J■^•) No hundis are i.ssued from this locality. 

(j-vi) No hundis are current here. 

(jevii) Generally railway and steamer receipts of recognised com- 
panies. 

(sviii) There are difficulties if they are issued hy any private or un- 
recognised company. Only solvent companies may be allowed to issue 
bills of lading. 

(rir) Licensed warehouses will he of much help to the business. 

(ast) Yes, (loTernment assistance is needed. 
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^ ' QttMttM Zr—(i) Generally there is only one ,c|i^ in ^s pa^ oliiW 
district* if*., paddy. Accoraing to the productivity, valne taad 
differs fraiih#ll3. 75 to Bs. 300 per acre. 

(it) (o) Land in Government auction for non-paypsent of res^nue is 
sold at a nominal price when there is no bidder, llie value generally 
depends upon the earnestness of buyers. 

(6) Value of land in sale by court decree is generally the same as 
the value in Government auction. 

(c) By private negotiation, land is purchased at a normal rate which 
differs much from (a) and (5) above. 

Quastion 4i — {%) Yes, there is a legal impediment in the colonization 
area in the Sunderbans under the Bengal Tenancy Act, which has saved 
the» raiyats from immediate pauperism and transfer of their lands to 
the mahajans. 

(m) The amended Bengal Tenancy Act will not influence the credit 
of the agriculturists in this part of the Bakarganj district. 

(m) There is no such long tenn credit institution here. 

(/r) There are no land mortgage banks within the jurisdiction of 
this Central Bank. 

(r) Not known to me. 

{vi) I have no idea. 

{%ni) (a), (h) and (c) The men of the district are fond of litigation 
and no improvement can change their mentality. 

(vin) There is no possibility of getting capital for any mortgage 
bank from deposits. Only central institution will finance funds here 
if any mortgage bank be established. 

Question 5a — (i) It might be about 10 lakhs of nipees in the Sunder- 
bans area. 

(ii) It can be obtained by gathering informations from people, by 
iseiu’ching registration office and co-operative credit societies, 

(iti) About 50 per cent, in (a) and 50 per cent, in (b). 

(iv) The debts are generally due to (a), (h), (c), (c) and (/). 

(v) Co-operative .societies and professional money-lendei's. 

(vi) The agricultural indebtedness is increasing. 

{vii) To some extent by the Agiiculturists’ Loans Act of 1884. 

(vin) I’ayment of the loans will make the borrowers more extra- 
vagant. 

(ir) Money-lenders such as Kabulis are not to be found in this i>art, 
but the floating shop-keepers go to the villages and advance money and 
articles on credit and realise them in the harvesting season either on 
cash or produce payment. The ignorant tenants pay as much as de- 
manded to keep friendship with them for getting money and articles 
nexb time. 

(jr) One Gagan Ali of Kaonia village in Amtoli police-station 
(Bakarganj) contracted a loan of Rs. 350 from a local mahajan named 
Abdpl Choukidar of the same village at Rs. 40 per cent, per annum. 
A condition was this that in case of his failure to make repayment, 
compound interest would be charged. After seven years from the issue 
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brought a civil suit a|?ainst Oagim Ali and 
ol^iauw^ a deci-ee for Bs. *i^b00. The value of the land of J^agan Ali 
is Bs. 1^)00. ;So the value of the land and other assets ol the debtor 
falls faiv below the decretal aniount. There are many instances of a 
like manner. 

(iti) The TTsurious Loans Act not availed of in this locality as re- 
payments are mostly made amicably. 

(xti) Not known to me. 

(art it) Yes, by taking a bond for a larger amount than is actually 
advanced. 

(.tiv) Seeds and paddy may be stored in local centres under the 
chaige of the Goveniment Agricultural Department or the central 
banks to advance them as loan to the local raiyats. 

' (av) Interest of paddj’ loan is generally one and one half of the 
quantity lent out. 

(avi) Local mabajans charge compound interest on cash loan and 
60 per cent, interest on prmluce loans, taking capital and interest as 
capital for each year. 

(xvii) Yes. 

(.ri’iu) Yes. 

Question 6. — (i) Hand-looms, country husking implements and 
wood-cutting to some extent. 

(ii) Rice mill is being started here for encouraging the producers to 
get a better return for their produce. 

(iit) Cottage industry may help the farmer to supplement hia income 
but he is idle enough to do all these things. 

(ir) Best method is to secnire capital by purchase of share and by 
local dei)osit. 

(i?) Any kind of mill is suitable for the locality. 

Question 6A« — No such industries here. 

Question 6B. — (i) They generally get loans from local mahajans. 

(it), (Hi) and (iv) Not known to me. 

Question 7. — (i) No relation exists between the local Central Bank 
and the banks mentioned. 

(it) No difficulty is felt here. 

(iti) We get capital which we require. 

(iv) and (^) No competition between these banks. 

(t?i) Financial concession is needed to stimulate the growth of the 
co-operative movement by exemption of fees on money remitted through 
post offices. 

Question 7A- — (i) Yes, it is desirable. 

; (ii) Yes. 

(iii) Yes, I advocate. 

(i^) There is no relation and no assistance they reader to each 
otiier. 





(v) It^inay accept deposit here aod may issue demand draft ^to pay 
tke deposiloi* cash in other places where it |ias got accoonte. ' *• 

QlMttioil 7 B« — it) and (ii) Establishment of co-operative societies in 
this area has replaced a f^d many money-lenders from this part, and 
another important factor is this that the rates of interest the money- 
lenders charged before have fallen appreciably. 

(m) No such factor that operates against the rapid spread of co- 
operative banks. 


1B2. 

Mr. Bhimapada Ghosh, Sacratary, Kandi Co^tparativa Town Bank 
Limitad, Kandi (Murshidahad). 

Part I.— Agricultural Cradit and Cradit Pacilittas for Small lndu8tr,ios. 

Quostion 1 . (i) The agriculturists generally borrow money from 

the rural mahajans for expenses during cultivation and also for capital 
and peimanent improvements. Sometimes advances are made by the 
local mahajans, particularly the Marwaris, on the understanding that 
the crop would be sold to them at a cheap rate. When there is a failure 
of monsoon the Government grants ridiculously small amounts of agri- 
cultural loans. Each cultivator gets from Rs, 5 to Rs. 15. 

(ii) The rates of interest charged in this district are from Rs. 24 to 
Rs. 150 per cent, per annum. The security given is generally lands 
and ornaments and sometimes standing crops. 

I think the local mahajans generally make advances to those agri- 
culturists who can offer some security but the Kabuli money-lenders 
and some other people generally grant loans without any security. 
They therefore charge a high rate of interest. The percentage of 
secured and unsecured loans will be 80 ; 20. 

(Hi) The Government does not generally finance agriculture in this 
part of the country. Loans under the Land Improvements Loans Act 
are rarely granted and only influential persons can take advantage of 
the provisions of the Act. No good is done to the actual tillers of the 
soil. There are rural co-operative banks which are financed by the 
Central Co-operative Bank. The loans granted are small and the 
educated villagers take a leading part, in the organisation of such banks. 
They themselves take the greater portion of the loan leaving a nominal 
amount for the real agriculturist. The professional money-lenders 
sometimes finance industries, but they make advances on good securities 
and charge high rates of interest. 

(iv) The total amount of capital required for affording banking 
facilities of all descriptions in the district of Murshidahad shall be at 
least one crore of ruiieeB. 

{i’) The conditions may imrpove if Government grants suffidoxi loans 
liberally to agriculturists under the Land Improvements Loans Act. 
The amount of special agricultural loans shall also be incMaaed. The 
rural co-operative banks should be intended for agriculturists only and 
those who are not actual tillers of the soil should not be alloa^ to 
become members. 
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There is no co-ordination among* the various banking* agencies. 
The dovernm loans are granted on the recommendation of Circle 
OflScens and the co-operative banks woik independently. The Sub- 
divisional Officers are not always in touch with the co-operative banks. 
I think the Circle Officers should become ex-officio members of tl»« 
Central Co-operative Banks and they should also be vested with the 
power of inspecting rural co-operative banks. 

Qtnstion t. (i) The principal crops are sold to the local mabajans 
by the cultivators. They (*annot hold up their crop for a better price 
for they have to meet the demands of the money-lenders, landlords, etc. 

(ii) Co-operative sale .societies and dharniagolas may be started for 
the benefit of the agriculturists. 

(ri-6) I may state here that in these years the agriculturists have 
been hit hard by speculative hanking. The price of jute is being 
lowered by the union of foreign purchasers and mill-owners. It seems 
to nie that Government should encourage the formation of such 
societies. 

Qll68tion 3. (/) The value of land per acre varies from Rs. 100 to 

Rs. 1,800. 

{ii) The value of land in Government auction or sale by court 
decree is lower because good lands are not generally sold in such auc- 
tions and sales: Lands on which sugarcane, potatoes, vegetables, etc., 
are grown, esi)e(*ially those plots which are near the railway stations 
are sold at a high price. 

Question 4. (//) The amended Bengal Tenancy Act has affected the 

credit of the agriculturists by granting the right of pre-emption or prior 
purchase to the landlords. 

Question 5> ( vi) The agricultural indebtedness is increasing in this 

part of the country on account of occasional failure of (*rops. 

(rii) & {riii) Please see answers to Questions 1 (iri) and (v). 

(ix) The Kabuli money-lenders are to be found in this part of the 
country. I have dealt with the question in my reply to Question 1 (it). 
They rarely go to court, but realise theii* dues by thieats and persua- 
sions. 

{x) The instances of usurious rates of interest are many. In one 
case a money-lender advanced Rs. 1(K) on mortgage of some property and 
after 12 years got a decree for Rs, 1,200. 

(xii) No definite standard in the rate of interest is followed by courts 
and this depends upon the good sense of the trying officer. 

(arir) Please see answer to Question 1 (v). 

(xv) The prevalent rate of interest for paddy loan in this part of 
the country is 50 per cent, for 6 months, i.e., cent, per cent, per annum. 

(xri) The rates of intere.st charged are according to months and not 
days. The interest is added to the principal amount month by month 
or year by year according to stipulation. 

(xvit) many efficient fanners are losing their lands and they are 
becoming tenants-at-'will or cultivators in Bhag-jote. Lands are gra- 
dually passing into the hands of creditors and landlords. 
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(xviii) The cultivators do uot try to grow much and they do not 
make permanent improvements as they have no permanent interest in the 
land. w ^ 

_ ' -jiji. 

QlMMiOn 6a (i) Gur-making is practised in some villages in February 
to April every year. * 

{ii) Eveiy village has its Sdl containing an oven for making gur. 
The machines used are of primitive nature and much juice is not 
extracted from sugarcane. Moreover, sometimes through ignorance 
acid is allowed to be formed. If a group of villagers combine they may 
purchase or hire up-to>date machines. Sugar-making may also be 
encouraged. 

(m) As in this part of the countrj- paddy is the main crop the culta- 
vators have very little to do for 6 months every year. During this 
epare time they may take to spinning, weaving, etc. This will supple- 
ment their income. 

{iv) & (v) This can be done by making small advances from rural 
co-operative banks. i 

QlMStion 6Ba (/) The small traders, fishermen, braziers, service- 
holders and middleclass gentlemen cannot boirow money from agricul- 
tural co-operative societies. In many cases they go to the mahajans. 
There are veiy few co-operative societies for sucdi persons and those 
which exist suffer from want of funds. 

(it) The purposes for which they bon-ow money are to repay debts, 
to defray marriage expenses, to construct houses, to push on some trade, 
etc. The rate of interest depends on the social .status and credit of the 
borrower. It varies from 9 to 150 per cent, per annum. 

(Hi) The middle class men and small traders do not get much help 
either from the co-operative societies or from the Government. The 
Bengal Provincial Co-operative Bank and the Imperial Bank should 
finance all banks with limited liabilities and they should not be financed 
by central co-operative banks as at present. 

(tv) Some middle class men aro trying to save, but on the whole 
their indebtedness is on the increase. 

QUMtion 7i (ii) The co-operative banks grant loans for short and 
long terms. The loans for short term are not repaid generally within 
the prescribed period and thus the societies have to pay heavy penal 
interest. In my opinion short term loans should be granted only in 
special cases. It is however also difficult to obtain capital for long 
term loans. 

(Hi) As at present this district will require at least 40 lakhs of 
rupees for financing the co-operative banks. 

(v) Further concessions should^ be granted to co-operative societies. 
I would strongly urge the reduction of money order fees on all sums 
remitted through Post Offices. 

QiNStion 7A. O’) Co-operative central banks are intendi#^fOT 
finj^ncing rural socdeties and if these banks also grant loans to indivi- 
dual members or depositors, the urban and town co-operative banks and 
other primary banks will collapse. 

t NCfiM 7B< (t) There has not as yet been any appreciable change 
e rates of interest owing to the establishment of co-operative 
'-e6e.ieties. ■ ' ' ' ' 
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til) Oo<<)perative banks have not been able to replace money-lenders 
to n ^eat extent in this part of the eonntiy. I know of an instance in 
which some reputed money-lenders have started a co-operati've society 
tb get the benefits of provisions of the Co-operative Act, They make 
small advances to their neighbours from this bank but when big sums 
are required they do so in their private capacity as mahajans. 

(m) The rural people are illiterate and they are ofteji cheated by 
power loving and half educated people. Moreover, all co-operative banks 
suffer badly from want of funds. New societies are not allowed to be 
started until funds are available. 

103. 

Mr. D. N. Roy Chaudhuri, Secretaryi Raruli Central Go-operative Bankt 

Raruli (Khulna). 

Part I.— Agricultural Credit and Credit Facilities for Small Industrias. 

Question 1. — (r) uO, and (c) Meml>er*s of co-operative societies 
usually get money from co-operative societies, while others have to go 
to mahajans. 

(if) Outsiders have to raise loans from mahajans at a rate varying 
from 25 to d7i per (‘cnt. (simple or moi*tgage bonds) and sometimes on 
usufructuary mortgage bonds (standing crops for the interestvs), wlu'reas 
members of co-operative societies get loans at rate generally of 15| per 
cent, from their societies. 

(ni) Partly the (Tovernment and eo-operative lianks issue advances 
ill agricultural finance. 

(/v) No. 

(?•) No. 

(ri) No. 

Question 2. — ■(/) (")n account of the acute poverty, most of the raiyats 
are compelled to dispose of their produces just after the harvest to the 
mahajans, partly in cash payment and partly for the advance taken from 
them at the time of cultivation. 

(ih) There were two sale and supxdy societievS in our area, one of 
which was closed before tlie (‘oirnuencement of its work and the other 
commenced work with share capital and deposit from the members. For 
want of general literate members and honest workers the society was 
closed and placed under liquidation. 

(vi) (a) and (fo) The export trade is entirely in hands of the merchants, 
who secure the production partly on cash payments and i>artly by the 
advance before the harvest. 

(c) The merchants import goods and sell them to the consumers 
thrfflil^h the middlemen. 

{vi) (b) If the producers (of jute and paddy) can sell their products 
directly to the consumers through any central agency, who can take up 
the exports and advance money to the producers to meet their petty 
requirements, they may get the better price. 

QUMtioil Zm — (i) The price of jute-growing'lhnd varies from Rs. 200 
to Rs. 300 and of paddy from Rs. 100 to Rs. 500 per acre. 


30 
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{ii) (c) The value of land in purchase by private negotiation ia much 
higher than in (rt) and (6). 

QiMStlon 4. — (i) No. 

(ii) Tes, to some extent. 

(vi) Land mortgage hanks may be started on co-operative batus t<» 
invest money for long terms at a reduced rate of interest. 

(vui) to (xii) The capital of the land mortgage banks may be raised by 
issuing debentures at a low rate of interest and the major portion of 
them should be subscribed by the Government. 

Question 5. — (Hi) (a) atul (h) The amv'unt of debt raised by land as 
security in form of mortgage is preferred to tlie security of movables. 

(v) Mostly professional money-lenders. 

(vi) Increasing. 

(vii) Partly met by agricultural loans. 

(/>) Yes, they invest money at an exorbitant rate of interest in ^ome 
places of the district. 

(j;i) In respect of mortgage bonds also exorbitant rates of interest are 
charged. Those mortgage bonds should also be governed by the 
Usurious Loans Act. 

(itni) Yes, to some extent. 

(arir) Formation of seed supply societies on co-operative basis may be 
started in different centres to meet the re(puremeuts of the raiyats. 

.50 per cent. 

(.rri) 50 per ('ent. interest in kind and in case of non-payment com- 
pound interest at the aforesai<l rate is ciiarged. 

(xvii) Yes. 

Question 6B. — (i) Some take loans from different co-operative socie- 
^ ties or from local mahajans or from Kabulis, etc. 

(ii) The rate of interest varies from 15 per cent, to 371 per cent. 

(Hi) The reemireraents of the non -agriculturists are partly met with 
by co-operative banks and partly by joint stock banks, but not at all by 
Government. 

Number of co-operative banks should be increased so that the non- 
agriculturists may be members of the same and the finance of them 
should be made by the Government at a low rate of interest. 

(iv) Increasing. 

QUMtiOfI — (i) Relations between co-operative banks and joint stock 
banks are practically neutral, but with the Imperial Bank of India there 
is some relationship. 

(vi) Co-operative societies should he exempted from all sorts of taxes^ 
and money order commissions on remittances between cx>-operative 'socie- 
ties are exempted. 

E lOil tA# — •(») It will be more attractive to uon-member-depositors 
rative. societies, if they are allowed to get loans on tbe security 
'espective deposits at a rate of interest a little higher than that 
they receive on deporits.> 

(ri») Yes. 
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(i?) Where there is Oovernineiit Treasury or Branch of Imperial 
^nks the co-operative societies of such locality can undertake the bank- 
ing remittances from one place to another. 

Qlltstion 7B. — (/) The local rate of interest on loans, secured and 
unsecured, has been reduced to a certain extent. 

(///■) The maliajans and the landlords who have monej-lending busi- 
ness are not friendly with the ( o-operative movement. 

Part I A, — Loan Ofileas and Joint Stock Banks in tho Mufassal. 

Question 1. — (<|) Khulna Loan Company, Klnilna Ivayestha Bank, 
Khulna Banking Corporation, Star of India (Khulna). 

(h) Bagerliat Loan Company. 

Question 5, — (n) They charge compound interest at the rate of such 
interest as specified in the documents on mortgage bonds. 

Question 10. — It migiit prove beneficial. 

Question 12. — There was one such bank-failure in the Bagerliat sub- 
division. The causes are not known to us. 

Part II. — Indigenous Banking. 

Question 10 .— No. 

Question 11. — (/V) This is a noble suggestion. 

Part III. — Investment Habit and Attraction of Capital. 

(Hi) Home safe boxes, Savings Banks, etc. 

(tv) Yes. 

(r) Yes, it may be improved to a certain extent. 

(vi) Yes, they are generally found in the habit of hoarding silver and 

gold. 

Question 2. — (>) Yen. 

(//■) Yes, sometimes they require revision. 

(/?'/') Yes, rate of interest should be enhanced. 

(iv) Generally middle class. 

(v) An increased rate of interest may attract other classes to invest. 

Question 3. — (/) If the Government papers are transacted through the 
post offices, it might have wider market even among the agriculturists. 

(Hi) The people are generally in the habit of boarding money with- 
out investment and sometimes they invest by purchasing lauds, etc. 

(ii!) Yes, sometimes they do so. 

Question 4. — (i) Not existing in this area. 

(iv) It might be introduced. 

Question 5.— (0 Yes. 

(//) Ignorance and irregular habits of the people stand on the way. 

(Hi) The people may be enlightened in this respect by post offices, co- 
operative societies, lantern lectures and other means of propaganda. 

(iv'l In every district town there should be opened a braoch of the 
Imperial Bank. 
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Mtiilvi Muhammad SMMtullMi, Saoretary, Caffargaon Cantral Co-opM«- 
tive Bank, LttL, Caffargaon (Mymansingh). 

Part I. — ^Agricultural Credit and Credit Facilities for gmall Industries. 

Question 1. — (i) Fanning is carried on with a minimum of capital, 
there being practically no outlay on fencing, buildings or implements. 
The accumulation of capital is prevented by the occurrence of famine 
and the high rate of interest and extravagance of expenditure in 
maniage celebrations. The organisation of t^voperative credit which 
has been taken in hand by Government, and which has already proved 
successful will undoubtedly lead to an increase in agricultural capital. 

(The present .system is that the agriculturist obtains finance for 
(a), (h) and (c) fiom the mahajan, the commercial bank, the loan office 
and the co-operative societies, not even now very extant nor diffused 
all over the district.) . 

Owing to his poverty, combined with want of education and conse- 
quent lack of foresight, the agriculturist has to incur heavy debts to 
meet occasional expenses for current sea.sonal purposes (a), the improve- 
ment of his land Xh), (c) or for ceremonial objects, and he has therefore 
to seek the assistance of the local money-lender, known as the sowkar 
or the mahajan. 

The rates of interest on .such advances, though varying from district 
to district and even in diffeient parts of a disti'ict, are generally very 
high. In addition to charging excessive rates the mahajan extorts 
money under various pretexts such as gadi-salami, kalipujah, etc., and 
takes from the needy lanrower bonds on which stamp duties are payable. 

(ii) The rates of interest charged in this district in respect of 
advances range between Rs. 3-8 and Rs. 12-8 per cent, per month ; for 
three years in most ca.ses since due, not exceeding twelve yeai-s ; land- 
‘mortgage, personal security, standing crops to pay interest alone till 
the sum Imrrowed is paid back in whole. 

The percentages of secured and unsecured loans are 80 per cent, to 
20 per cent. 

Mortgages are taken occasionally, especially a.s security for loans 
for large amounts by the niahajans, banks and loan offices. 

^ (m) Co-operative banks, the indigenous banks and bankers and pro- 

fessional money-lenders advance loans to finance the agriculturist i.e., 
he borrows money from them. The nmhajans and the loan offices’ play 
a very important part in financing the agriculturist, though mostly 
with bad motives, taking advantage of his ill luck due to certain causw 
that he cannot avert. 

(iv) Yes, the total amount of capital required for the various pur- 

? OSes may be estimated, for this district, to be about 6 crores of rupees. 

hb should W advanced through a net work of co-operative societies, 
to be established at once, to save the agriculturist from the all-devourinir 
aiahajsns and loan offices. 

_ (®) ^ There are defects, the general among them being (I) that 

thei^ IS no co-ordination among the various credit agencies (2) that 
' » respective motives collide, some desiring to improve the’ condition 
of the raiyats, some to exploit them with their high-handedness, etc. 



613 


I 4o suggest the example of Scotland to be followed by establishing a 
ceiitral bank for the whole of India to control the currency and credit 
jiblficf of the countiy, to issue notes^ and as and when necessary to 
grant facilities to agriculture, commerce and industry through joint- 
stock. 

(vi) No, theie is no co-ordination in the true sense among them ; 
there is scope for improvement. 

QuOSttOfl 2m — (/) As soon as the principal crops, such as jute, rice, 
etc,, are ready for markets, the agriculturist ovei-stocks the markets with 
them. (At the recent high range of prices jute may be considered to 
have been for the last few years the best paying ciop, it is l>eing 
grown excessively resulting in the fluctuation of prices from year to 
year, the market holding out at times high prospects, at others low, so 
that the ambitious and illiterate extravagant agriculturist having no 
foresight will be soon ruined, if no immediate steps be taken to check 
the rapid poverty.) 

Yes, he is quite unable to hold up his crop for a better price for 
obvious reasons, i.e., owing to his proverbial poverty to pay loans, rents, 
and mahajans. 

(ii) Co-operative societies have until recently been organized only 
to supply cheap credit to their members, but there are various oOier 
fields of work to which they may extend their activities. 

Joint sale of produce gets popular as co-operative credit thrives and 
agriculturists become less dependent on local traders. There ought to 
be a vigorous move to organize tbe sale of jute on co-operative lines. 
A vigorous propaganda is to be undertaken for the purpose and a cen- 
tral sale and supply society is to be started. It will indeed be a great 
achievement if these efforts are successful and the cultivator obtains 
aclequate returns for his produce. At present he hvys in the deareH 
'market, and sells in the fdteapest. But if co-operative pundiase and 
sale show good progress his economic position will be much improved. 

{Hi) Yes, there are co-operative sale societies in the district but 
they hardly answer the purjmse aimed at. They are constituted on share 
basis with limited liability. 

Yes, they are linked to a central organisation. 

They are financed from the share money among the share-holdeis 
and from local deposits and loans from other co-operative societies. 

Yes, they certainly experience difficulties in obtaining funds for 
they cannot as yet fully create confidence in themselves as well as in 
the public. 

(iv) There ought to be,* as has been in some districts, a vigorous 
niove to organize the sale of jute on co-operative lines, and to start 
immediately an adequate number of sale and supply so(*ieties tljut will 
afford facilities to the agriculturists in the locality to deposit their pro^ 
ductvS with them to be sold when better prices offer themselves by ad* 
vancing a sum sufficient to cover the face value, to be recovered later 
on with some profit (percentage being fixed) only to enable them to 
meet their present demands. The facilities actually existing are not 
adequate and cannot meet all-wide demands during marketing. 

(t?/-/!) I suggest the establishment of sale and supply societies 
at large having sole connection with the mill-owners both indigenous 
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snd foreign, and eliminating the crafty merchants and selfish dealers 
holding the intermediate position. 

(v**6) I hold the same views. Jfot only this district but even the 
whole province shall bear testimony to the truth of the suggestion that 
the speculative buying and selling activities of firms and companies 
and other bodies control the prices in the market. 

Yes, registered co-operative sale and supply societies having con- 
nection with indigenous and foreign mill-owners shall have to be 
scattered broadcast all over the country, wholly obviating the existence 
and presence of the intermediate people who use their caprices to 
control the prices. 

iviii) The existing facilities are — 

(1) Personal conveyance; 

(2) money order; 

(3) insurance ; 

(4) cheques; 

(5) drafts. 

QUMtion 3i — (i) The value of land per acre — 
for jiite — Rs. 1,600. 
for paddy — Rs. 1,000. 

<u) (a) i. 

; *• 

(c) For jute — Rs. 1,600. 

For paddy — Rs. 1,000. 

Question 4. — (0 Joint heirship is one of a few legal impediments to 
mortgage of land and agricultural holdings. 

{it) The amended Bengal Tenancy Act has lowered the price of land. 
As a result, the raiyats cannot borrow as much money as before on 
mortgage of agricultural holdings and are about to be impoverished. 

(iv) There are no land mortgage banks; there are some agricultural 
banks, though inadequate in number, for the provision of long term 
credit. 

{v) Agricultural banks are financed by the Provincial Bank, the 
central <'o-operative banks, fixed and curr'ent deposits by members and 
non-members, and paid-up share capital. They are registered under 
the Co-operative Societies Act and affiliated to the local central co- 
operative societies who grant loans and supervise their works. 

(viii) Yes, the working capital of the proposed mortgage bank should 
|>e derived from (a) deposits, (6) funds from central institutions 
secondarily and (c) debenture bonds primarily as in Scotland. 

(fcr) Yes, debenture bonds should carry Government guarantee for 
principal as well as interest to obviate other difficulties due to caprices, 
craftine.ss on the part of the authorities holding sway over them. 

Qllittion Sif— (m) {a) The amount of debt with land as security in 
iHie Torm of a registered mortgage is ^ per cent. 
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(iX^^The amount of debt incurred against any other assets is 10 per 
cent 

The amount of debt which is given on the general security of all 
the assets without a specific x>ledge is 10 per cent. 

(i;) This debt is lai:gely due to professional money-lenders and co- 
operative societies. 

(vj) Yes, it is decreasing a little owing to the co-operative organisa- 
tion in the village. 

(vit) They have not had any very serious influem e on the agricul- 
tural credit of the country as the Government advances are made only 
for specific purposes connected with agriculture and also tiiiail more 
formalities than the village loans and the payment is enforced wdth 
greater rigidity. 

(Lr) The number of itinerant money-lenders at present has decreased 
to a large extent. The Kabulis are rarely seen now. 

(mii) Yes, in some cases. 

(.rr) From Rs. 12-8 to Rs. 15-10 payable in three months, if not |)aid 
within tlie time stipulated, the principal and the interest accrued thereto 
becoming the piincipal. 

Orvii) Yes. 

Question 6Bi — d) They oldain loans on personal security. 

{iit) The co-operative banks and the indigenous bankers help them 
now, 

(fr) Their indebtedness is on the increase. 

Question 7* — (i) In some places the co-operative banks ol)taiii loans 
from the Imperial Bank of India, Other kinds of banks act contrary 
to co-operative i)rin(dples and try to dissuade the people fioin going to 
co-operative banks. 

(iv) Yes. 

(vi) Yes; special exemption from iiicuine-tax to genuine co-operative 
societies, inclusion of debentures issued by the Provim ial ( V)-operative 
Bank in the list of trustee securities, reduction of tees on money 
remitted through post offices ought to be extended to stimulate the 
growth of the co-operative movement. 

Question TAt — </) Yes, though against the principles of co-operative 
movement, only to save people requiring large sums to finance their 
business froiii the clutfffies of the mahajans, who charge lieavy rate of 
interest and allow the debt to continue in most cases for generations. 

{ii) Yes. 

(lii) Yes. 

At present hardly any. 

Quostion 7B. — (i) The establishment of co-operative societies in 
rural areas has already been successful to some extent in redeeming the 
ohronie indebtedness of the agriculturist, but the system has not been 
successful in solving the problem of rural stagnation as it is clear that 
it is not facility for obtaining cheap Capital alone which will raise the 
egrieulturist and relieve him from his debts, but the provision of capi* 
lal combined wdth the inculcation of habits of thrift and self-help 
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(«) As the bye-laws place a limitation on the amount of loa% thfti 
can be advanced to an individual and financing aj^ncies are of tan: 
uiiable to make long term advances, societies cannot be said 
to have supplanted the money-lender. What should be and 'gehie^ljy, 
is borne in mind is that the expenditure is inevitable and ‘that it ia 
not excessive in amount. . ' ' 

{Hi) (1) The part played by organised banking in the financial life 
of the people of i-ural areas is inconsiderable when contrasted with 
that which is played by the private Indian banker, who is to be found 
everywhere, in every village. The tvpe ranges from the small village 
capitalist to the wealthy well-established pr^ate partnership. Funds 
lie with the Indian bankers on time deposit, at rates much above those 
which are available from the banks. The private ' bankers can afford to 
pay attractive rates of interest as well as their requirements to 
security are less rigid ; their participations in the financial life of the 
community as a whole are on a very extensive scale. 

(2) Co-operative banks cannot attract easy deposits. 

(il) They insist on the restriction of loans to productive objects. 

(4) They place a limitation on the amount of loan. J. 

(5) They obsei-ve strict formalities. 

(C) Ignorance of co-opeiative principles. 

105 . 

Mr. R. N. Outta, Honorary Secretary, Central Co-operative Bank, 
Notrokona CMymonsingh). 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

, Question 1.- — (?) («), {h) and (c) Ijoans (secured and unsecured) 
from credit societies, loan offices, banks and mahajans. 

(m) Interest varies from 9^ to 150 per cent, per annum. The 
period varies from 1 year to 2 years. I/ands are generally mortgaged. 

• Loans are advanced against labour as sen'ice to the mahajan. 

The percentage of secured loan is 25 per cent, as against unsecured 

75. 

{Hi) The Government and the Imperial Bank practically do nothing 
directly to finance agricultiurists. Co-operative credit ‘societies and 
loan offices are doing a bit. The bulk of finance comes from money- 
lenders and mahajans. There is no organisation for financing 
agriculture. 

(ii>) No. 

(r) Thei-e is no fixed rate of intei-est. Tliere is no financing agency 
where the cultivator is sure of relief in times of need. There are no 
definite rules for repayment. The borrower is always at a disadvan- 
tage and at the merc.v of the money-lender. 

Remedres . — I suggest a net-work of rural societies under the Co- 
opqj:ative Department. 

(vi) No co-ordination among the various financing agencies. Yes. 

QwMIon 2.— (i) There is no marketing society sufficiently. Agri- 
cultural products are either sold to bepanes, middlemen or carried to 
the nearest market for sale by the grower, but there also he cannot very 
4>lten sell his product-i to the consumer. 
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|K raiyat is unable to hold up his crop being pressed by poverty. 
l*Ji^fi>a|^p^ his products being the only source of his income 

for ^aiiitenance of his family and meeting other occasional needs such 
a% pf^rment of rents and repayment of debts, he cannot afford to wait 
lor better price. 

(ii) There are good possibilities for co-operative efforts to be made 
^in maiheting pioduce — such as sale and supply societies and coopera- 
tive stores. 


(iii) Yes, there is one sale society here in this subdivision and two 
others of the kind in the distiict. They consist of share-holders. Thej' 
do not experience any difticulty. 

.,(c») They do not practically do anything towards financing of 
exitdrts and imports. 

(a) Great difiiculties are experienced in this matter. I would 
suggest, the available facilities may be improved by extending co- 
operative 'sale and supply- societies and Vdher similar institutions for 
finifticing the product and affording facilities for import and export. 

th) '1 he suggestion is true, thily \vay to remedy this evil is to start 
institutions on co-operative basis bir finished product from raw mate- 
rials by Indians. Co-operative jxite mills and similar other factories 
should be staited so that monopcdy of foreign trade can be destroyed. 

{vii) Yes. I think so. 

{viii) Remittance transfer receipt through the Government treasury 
and hundi .system. 

(j» In hundi system there is no .standard of fees fixed. 

(r) It plays an important part. 

(,ri) Yes, there should be reduction of duty and that should be 
standardised. 

(rn) Hundis are of two kinds — one requiring payment immediately 
on presentation, another after certain sj>ecified time. 

(xiii) Yes, I think so. 

(rr) Generally they are sent to provincial centres. 

{,Tvi) Yes, it should be done. 

{irvii) Bill of lading or rnalchalani. 

(ris) I am in favour of licensed warehouse. 

(.rx) Yes, certainly. 


Quastkm 3. — (»') Variable at locality. 

Price varies from Rs. 250 to Bs. l,tK)0 per acre. 

Jute yielding lands are generally sold for greater price than paddy 
and other lauds. 

(ii) (a) Smaller. 

(b) Small. 

(c) Normal — because in two former cases people do not come to bid 
for went of publicity and because it involves litigations in which sales 
are set aside. 
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4*^ — ■(») Not appreciable. 

(n) It has aflWded a facility but lands will in timt accumulate in 
tbe» hands of creditors. 

* (m) Because it includes the possibilities of weakening the society. 

(iv) Yes^-but veiy small in number. 

(») Lending money on the mortgage of lands situate within the 
^‘urisdiction, collection of share-money, deposit, loans from Provincial 
‘Banks, etc. 

(vi) It is in existence, but more should he i-ieated on the co-opera- 
Tire basis in a bigger scale. 

(vii) (a) Record- of-rights with details of claims if any and with 
incumbrances if any attached to the property. 

(h) It would be helpful if the unusual delay in course of execution 
af decrae in court can be avoided. I suggest, arbitration as allowed 
under the co-operative laws and the decree to he executed as a certi- 
ficate under the Public Demands Recovery Act. i 

(c) Any step towards it will be appreciated. 

(viu) (a), (b) and (c) Yes. 

{ite) Yes. 

(jn) Possibilities of loss are very remote. 

(xi) On terms of reasonable interest. There should be Government 
guarantee. 

(mii) Yes. 

QUMtion 5« — {iv) Generally for all these purposes debts are 
incurred. 

(j?) Mainly the professional money-lenders. 

(rt) Increasing. 

(vii) Prcctically nothing. 

(rni) Yes. 

(i.f) Yes, they generally sell goods such as cloths, etc., on credit for 
double value than the actual price. 

(.r) There are good many instances known. 

(.ri) The application of the Act should be made compulsory in any 
case, 

(xti) Yes, generally it is applied in unsecured loans. 

(.cm) Sometimes it is done. 

(xiv) I suggest, starting of rural societies under the Co-operative 
Department for supply of the seeds through the central hanks. 

(.rv) 150 per cent. 

(itvi) Generally double the quantity realisable in the harvest time. 

Yes. 

(xrrii) Yes. 

QlMStHHI 6. — (t) (r) Mostly by individual capital or by joint stock 
oompany, often by borrowing money at a higher rate of interest. 
These institutions should be affiliated to some central organisatioii 
which can help them with finance at small rate of interest. 
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6Br— (i) They have got very limited facilities. They 
haye either to pledge their labour — or pawn tlieir valuables. 

(it) They borrow generally for buying the necessaries of life— at a 
high rate of interest. 

The rate of interest of secured loan is 37| per cent. 

(tit) The Government does help them in advancing loans. The 
joint stock banks and the indigenous hanks only exist in the land for 
sheer profiteering. They demand interest at exorbitant rate. 

For better financial facilities, co-operative hanks are tlie only in- 
stitutions w’hich I can suggest; thei-e should be a nei'-work of these 
through the c(*untTy. 

(iv) Yes — increasing. 

QlMStion 7. — (i) I do not know of any connection subsisting between 
co-operative banks and the joint •stock hanks or indigenous hank — 
except that of remittances can he made through the Imperial Bank and 
cheques and hundis can he cashed. 

(it) No other difficulty except that sufficient money cannot be had 
to cope with the indebtedness of the people as the other hanks do not 
co-operate in the mattei' <»f finance with the co-operative hank|i. 

(u'j) Three crores of rupees. 

(ii>) and (v) Yes, there is competition in the matter of securing 
private deposits — as they give higher rate of interests on deposits. 

(tn) Yes. 

Question 7A , — (i) Yes — to the depositoi-s and that will induce de- 
posits. 

(Hi) Yes inter-lending is desirable. 

(ir) At present no assistance is rendered. 

Question 7B. — (/» No appreciable result has yet been achieved hut 
it will surely reduce the jirevailing rate of interest. 

(it) As above. 

(Hi) Insufficiency of capital and the illiteracy of the people. 


Part I A. — Loan Offices and Joint Stock Banks in the Mufassai. 

Question 1. — (h) (1) The Netrakona Loan Office. 

(2) Gouripur Loan Office. 

(•3) Model Bank. 

(4) Pallimangal Loan Office. 

(5) Fulhar Loan Office. 

(c) Furliadhala, Barbatta, Kendua and Mohauganj. 

Question 3« — (i) 3| per cent, to 9 per cent. 

(it) Ten years. 

Question 5> — (i) The period varies from one week to 12 years. 
There are no fixed purposes for which loans are sanctioned. The rate 
of interest varies from 12 per cent, to 76 per cent. 

(ii) Compound interest is charged. 
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If 

(in) Interest for three months is generally reeiise^ is 

(iv) Yes. If interest is regularly paid, no action is generally taken 
for ^default. If both principal anu interest are not paid, compound 
interest is charged and realised. 

"QuastiOfi 6i — (i) Yes, on mortgage of lands. 

(n) No. Both the inahajans and loan offices are equally exacting. 

Quastion 7, — (t) No. The total amount is invested in loans. 

QueBtion 8« — (i) (tenerally 25 per cent, of the profit goes to make 
up the resei've fund, but it works with the capital. 

(n) 16 per cent to 80 per cent. 

Question 9, — (i) These offices follow the Bengali Mahajani system 
of keeping accounts. 

(it) Yes. There should be one uniform system of accounting. 

Question 10* — It. would be a good thing if all these loan offices can 
be federated into a central organisation. 

Question 11. — As these are all profiteering institutions allurement 
of bigger profit can only induce them towards financing trade and 
agriculture. 


Part I i.— Indigenous Banking. 

Question 1. — There no indigenous banking properly so called in 
this pait of the country. Individual firms and private money-lenders 
may be grouped under this classification. 

Their pi'actical business is — 

{/') money-lending on interest, and 

(«) money-lending on interest on produce such as paddy and jute. 

Question 2. — They assist in financing agriculture, trade and in- 
dustry to a very small extent. 

Question 3. — (a) No defined organisation. 

(6) Small. 

(c) In ca.se of a firm, expenses includes only maintenance of a small 
staff and house rent, etc. 

(d) They keep no connection practically to such institutions. 
Question 4. — Only Hundts. 

Question -5. — (i) Tliey gr-ant loans singly oir bonds— remstered and 
nnregistereid handnote — sometimes verbal loans noted in khat% or 
book. of advance account against crop, jute, paddy and mustard, etc. 

(it) They rely mostly on their own private fund— -or sometimes 
they borrow money on smaller rate of interest from other money- 
leirdep or firms. ; 

(i(r) They seldom get deposits on fixed term. They pay no interest 
on current deposit, if any. 



®»— K*) per cent, to 150 per cent, per annum. 

j («) By atandai'disiug the rate of interest by legislature and by 
spreading oo-operative societies. ' • .? ' 

(Hi) Yes. 

QiMstion 7. — (t) Not much. 

(n) Yes. 

(Hi) No. 

(iv) Not always. 

(t?) There is one defect existing, though rare; they take interest 
in advance and also take bonds for greater amount than what is actually 
lent. 

Question 8< — (») and (ii) By codifying certain restriction towards 
that direction. 

(Hi) No. 

(iv) It is desirable, though tliey will not like it. 

Question 9> — They get their money’ back with sufficient profit. 

Question 10. — Yes, it happens sometimes. 

Question 11. — (i) By intrcHlucing certain measures and placing them 
in a way to co-operate with any central organisation. 

(jV) I think it will serve the purjmse. 

(Hi) If the Government appears to be at the back such as it is in the 
co-operative banks. 

Quostion 12. — (i) Yes, there are. 

(ii) Yes. 

(Hi) By introducing hundi system, issuing debeuiiues, etc. 

Part Hi. — investment Habit and Attraction of Capital. 

Question 1. — (i) Investment and deposits by the people are the 
main resources of banking. 

(ii) Very difficult to estimate. 

(Hi) Through the rural Co-operative Societies in the villages and 
introducing “Home-Safe Boxes” to the members of the societies or 
associations. 

(iv) No, not fully. 

(v) Yes. 

Qu^ion 2. — (i) Not much, yes it can be made more attractive by 
increasing the rate of interest or profit. 

. (ii) Yes. 

(Hi) Yes, the interest is very low. 

(*r) Only the educated people. 

(v) Yes, by raising the rate of interest and by preaching to the 
fnass. 

(vi) The alleged competition is very small. 
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Mr» tailaj Lai Cli|ittai'Jaat B. L., GhaltiiHiii, N^ta Omtrai C»«parative 

Bank, Nimta (24-Pargains>. 

Part I. — Agricultural Credit and Credit Fmilities for Small Indnetriee. 

Question 1> — (/) (a) Either from his own saving or by loan. 

(6) By loan. 

(c) By other means as labourer; generally makes default on failure 
of crops. 

(ii) The usaial rate of interest varies from 37^ to 150 per cent. 
Generally simple Iwnds are accepted. In some cases standing crops 
are secured in tJiis way. The agriculturist agrees to sell the crops to the 
money-lender or the person who advances him the necessary funds for 
harvesting at a certain agreed rate which is generally less than the 
anticipated market rate. The percentage of secured loan does not exceed 
about 5 per cent. 

(m) Here by co-operative bank, professional money-lenders like 
Kabulis, kistiwallas and other small money-lenders. 

(iv) Rupees 30,000 to Rs. 40,000. 

(v) The principal defect in financing agritmlture is the want of 
proper organisation. The interest charged by the co-operative banks 
are high (15 per cent.). I suggest that agricultural bank should be 
established with a capital of, say, Rs, 25,000 to Rs. 30,000 and money 
advanced to the agriculturist direct on tlie security of standing crops 
over anu above the usual securities, and proper collections be made at 
the time the agriculturist disposes of his crops. 

\vi) No, there is enough scope on the lines indicated. 

Question 2. — (i) There are absolutely no marketing facilities. Small 
dealers in agricultural produce buy the commodities locally. The vege- 
table growers either sell to the middlemen (farias) or they themselves 
sell in the neighbouring market. They are unable to hold up their crop 
for better price on account of poverty and indebtedness. Those who 
have other means of livelihood, retain a part of their prodtice (in case 
of paddy, etc.) for their own domestic consumption. 

(ii) This is possible, provided honest workers and adequate financial 
assistance is available. 

(Hi) No, except a Co-operative Dispensary which works well. 

(iv) Co-operative marketing societies may be established with pro- 
perly trained staff. The Central Bank is prepared to finance such socie- 
ties. As there is no facility the agriculturists depend entirely on sTnall 
dealers. 

O^MStion 3«— *(0 Approximately Rs. 450 for jute and paddy lands 
and Rs. 550 to Rs. 600 for high lands suitable for growing vegetables. 

(ii) (c) fetches more than (a) and (b). 

Qnwtioit 4. — (0 Yes, to some extent. 

(it) The amended Ben^l Tenancy Act js in force for a few months 
duly ; it is too early to anticipate its effect. 
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^ii) Not much on this side of the country where the requirements of 
the people are small. 

(iv) No land mortgag'e bank registered as such. But the credit banks 
are practically giving long term loan. Rupees 201) is advanced to an 
agriculturist on the mortgage of bis property. He is to repay by a 
monthly kist of Rs. 2 (or R.**. ti a quarter). He gives a bond to lepay 
the amount in 24 kists, that is to say, Rs. 2 for 2'i kists and Rs. 154 for 
the last kist. He executes a fre.sh bond for Rs. 154 and tepays Rs. 40 
in the next two years and so on. He reiuxys the amount in ItM) months 
i.e., in over eight years. The central bank here also gives long term 
credit to the rural banks on the above principle. 

QlMStion — (/) I can give sucli an estimate for a few villages. 

(ii) This can be ascertained if a confidential census is taken by the 
village panchayets, provided he is not asked to give the names of the 
persons who are in debt. 

(iv) (c) Generally when a decree is executed against him. 

if) and (g) (cattle only) and not for (h) and (i), only two cases are 
known where the debts are for sinking of tube-well. 

(r) Co-operative societies and professional money-lenders. 

(vi) To a small extent decreasing. 

(ix) Yes, Kabulis ; they take hand-notes and generally levy interest 
at the rate of 124 to 150 per cent, per annum. There are other kinds of 
nioney’^-lenders known as kistiwalla (upcountry people). They realise 
their dues by instalments. If a man wants a loan of Rs. It) lie will have 
to repay the same in nine weekly kists at the rate of Re. 1-4 per kist 
(instalment). He would really pay the debtor Rs. 9 and deduct Re. 1 as 
cost for keeping accounts. So that in nine weeks the debtor has to pay 
Rs. 2-4 as interest on Rs. 9 ; this comes up to over 120 per cent, per annum. 

(a‘) I know of one case in whicli a bond for Rs. 10 was renewed several 
times and a decree for R.s. 500 was passed against him after 5 or fi years 
by the Alipore Court. 

(,ri) The courts alw'ays take into account the Usurious Loans Act. 
The Act should be amended on the lines of Damdupnt Law. 

(j-ii) No standard rate followed by courts in unsecured loan ; in sei-ured 
ioan‘generally 12 per cent, compound interest allowed. 

(ofvii) Yes. 

(a;viii) Yes. 

QUMtlM 6« — (»*) No. This place being close to the town, there are 
very few who depend entirely upon agriculture. They are either masons 
or carpenters or deal in bamboo, or get work as day labourers. Garden 
producers get work all the year round. 

_ (ii) No industry except suit-case makers. Credit facilities cannot be 
given to them by the co-operative banks as the rate of interest is too high 
tor industrial purposes. 

^nestieil Urban co-operative bank. 

(ii) Generally for paying off earlier debts, marriage and other social 
functions, education and medical expenses. The rate of interest is the 



same. There no difference ^n .t^he<cs8e of sectired or unsecured loans. 
The secured debtors are given donger credit. 

^ H * /I 

Question 7A,— (/) No. 

(ii) No. 

(m) No objection. 

Question 7B. — (/) Not much. 

(n) To some extent. A few small traders have lost their business) 
some of them have invested their savings in the co-operative banks. * 

(iii) Proper organisation, want of adequately paid organisers and 
supervisors — ^I’he rate of interest should be lowered. This ran only l)e 
done if the Government advances money to the Provincial ('o-operative 
or approved central hanks at favourable rates of inteie^t. 


Part 111.— Investment Habit and Attraction of Capital. ' 

Question 3. — (/r) The farmers generally invest their surplus money in 
the purchase of land and in some cases they lend money to the less 
fortunate agriculturists. 

Question 4. — (in) None but educated people use cheques. 

{tr) Yes, veiiuvcular scripts should l)e introduced. 
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Mr. AtuI Krishna Bhattacharyyat Secretary, Krishnabati CoH>pardllvd 
Society, Guptipara (Hooghly). 

Part I. — Agricultural Credit and Credit Facilities for Small IndSstiliCi > 

Question 1. — (>) (a) (/') (r) Finiu co-operative ccntiul societiel, frtral.. 
niuliajans, and in some cases from Kabulis. 

(n) Co-operative societies charge 10 to 12 J per cent, on short-term 
loans. Local mahajaus charge 181 to 87^ per cent, per annum; Kabulis 
chai’ge to I-')!) ]>er cent, per annum. 

Co-operative societies and mabajans advance loans on rough 
cation of the standing crops. Kabulis see to nothing. Over ana above 
the interest, mnhajana take 2^ to 5 seers of excess materials to the 
maund, i.e., they treat 1 ind. 5 seers as one maund when they weigh. 
Thej-^ pay also 4 annus less to the maund than the bazar rate. 

Jjarger suras for special purposes are advanced only on mortgage of 
landed properties and buildings. Smaller sums may also be had, by 
pawning jewelleiies .at 12 per cent, per annum. Secured loans: — ^20 per 
cent.^ Fnsecured loans — 80 per cent. ■/ 

Local mahajans generally add interest to the principal eveity'ifiicth 
month. ' ^ 

(lii) The following figures are given relating to the area covered 
by the union of Guptipara, which has a population of not less Qtab 
10,000, mostly agricultural. There are 16 co-operative, credit sociei^ 
in this area with a total capital of,Rs. 75.000. Total . debts of thf 



fatixt«r8 in liiis 'area may roughlj^ ba estimated at 1,00,000, of 
which — » j;, -.v?, 

Per cent. 

CcH|pei:attTe societies have issued ... ... 75 

Local mahajans ... ... ... ... go 

Kal&lis ... ... ... ... 6 

(tv) liiupees l,20,00(i for the co-operative societies within this union 

(»5 'A]p:riculture should be financed as far as practicable through 
co-operative societies. All over the country, land mortgage societies 
should be established and all old and heavy debts should ^ transferred 
to these banks, and veiy' long repa.vment kists should be allowed. The 
existing societies will then advance only such amounts as may be 
necessM’y for raising the crops. The indebtedness of the agriculturist 
is Appallingly great that unless this is done their condition will 
becoitie critical. 


(ri) Funds permitting, rural co-«iperative societies should be allow- 
ed to invest their surplus balances in neighbouring societies for short 
peiiods with the consent of the local central co-operative banks. 

A' 

^ — (') crops are sold to meet the demands of money* 

* Jeiiiiiers and zuiniiidars. 

(it) In most cases the raiyat is unable to hold up his crops for a 
be^er; price, as Lis creditors press him to pay up the sums due to 
' and also to maintain his own family; in some cases where the 

: able to hold up his crop for better prices, he sells it up as 

possible, simply because he is afraid that the price will fall 

too* low. 


Co*opeiative effort generally 
successful. 


in marketing produce wull in my opi- 


■im: 


No. 


(it) If a Muiuber of ‘h*o-operative sale and 6ux)ply societies'’ are 
fonued, the raiyats receiving loans from existing co-operative societies 
may be required to place their produce at the. disposal of such societies^ 
who wall w^ait for better prices. 


No special differences. 

CJoioperative societies and money-lenders lend money to mer- 
chants and dealers when required. They purchase the principal crops 
and send them to the nearest mokams, Katwa and Seoraphuli, and 
sometimes to the port of Calcutta. 

To iheet the necessities of the people merchants and dealers pur- 
chase coQ^odities from Calcutta or Kalna and sell them as usual. 


,(vt) (a) Co-operative societies lend moneys on usual terms, e.g., on 

' difficulty is experienced in financing. 

(hy The suggestion is correct. I remember last year (1928-29) 
dealers in jute acted in co-operation with one another, that they 
; not raise the price of jute beyond Rs. 5 per maund when the 

in Calcutta market was Rs. 8 per maund or over, after a portion 
bf’ the prbdi^^e having been sold "at Rs. 7 to 8 per maund. As tba 
. . 40 
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raiyats w«ra uipble to dispow of their produce except thrdtigh middle- 
men, such ae tiiese dealers, they wese corhpelled to sell the same at % 
lower price. Formation of co-operative sale and supply societies), 
which would advance money to meet the urgent demand of the pro- 
ducers and hold up produce for better price, would improve matter in 
this respect. 

{vii) 1 see no lack of banking facilities in this union. 

(viii) No facilities. 

(x) Some money-lenders lend money on “on demand notes.” 

(xi) I would suggest that the ordinary hand notes which are at 
present “cm demand,” should provide a time limit for the repayment 
of loan, and that the duty on such notes be entirely abolished as in 
the case of cheques. 

(xii) Nil 

(xix) If co-operative sale and supply societies are formed licensed' 
warehouses will be necessai’y. 

(xx) Yes. 

Questton 3. — (t) In this union the value is as follows: — 

Per acre. 

Bs. 

(1) Aua paddy, jute or cereal (high laud) ... 75 

(2) Aus paddy, jute or cereal (low land) ... 350 

(3) Aman crop ... ... ... ... 175 

The differences in value are due to (I) fertility of soil, (2) price of 
produce, (^) right of occupancy. « i 

Purchase of land by private negotiations generally fetches 
highest price. In cases of Government auction for non-payment of 
revenue, and of sale by court decree if proper notices are circulated 
equal prices aie expected. 

Question 4. — (i) Only in case of “char lands,” which are oq “ut- 
bandi” lease system, there is legal impediment to mortgt^ Ihi^ 
part of the country. In other eases there are no legal dimculties. 

(it) Not appreciable. 

(in) As most of the agricultural holdings are rather small the 
co-operative societies el's not in a position to advance long-term 
loans for the improvement of such holdings. 

(iv) Existing co-operative societies are not authcHrised to .grant 
long-term loans. ’• 

(vt) Existing co-operative societies may be authorised to issue long- 
term loans on the following conditions: — 

(1) that the lands for the improvement of which the loan is issued 

should be mortgaged to the society; 

(2) there should be provision in the mortgage bond that interasl 

should be paid at least ohee in every sixtb month: 
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that the number of instalments repayment should be twice 
^ * the number of years within which the loan is repayable. 

(4) that in case of failure to pay the interest or repayment hist 
the laud should, with the sanction of the Renstrar, Co> 
operative Societies, he tiunsferred to the society lending the 
money. 

(t’«) The coming Survey and Settlement of this part of the country 
Viil, I trust, improve matters in this respect. 

(viii) The working capital should be derived from deposits and 
funds from central institutions. People are not sufficiently educated 
yet to make use of debenture bonds. 

(iti) With Government guarantee it will be possible to attract 
larger deposits at a lower rate of interest. 

To cover expenses there should be a clear margin of say, 2 per cent, 
between the interest to be paid to the depositors and that to be re- 
covered from borrowers. 

(xii) Nil. 

{.viii) In addition to the mortgage of land the borrowers should be 
required to furnish ue<;es8ary personal securities. 

Qusstion 5a — (i) Fur this union I estimate about Rs. 1,00,000 as 
existiiig indebtedness of agricultural classes. 

(ii) By taking actual figures, by making confidential enquiries 
from the co-operative societies, money-lenders, etc., on a certain date, 
say, 1st of April of every year. 

(tit) («) 20 per cent. (6) 80 per cent. 

(it') (a) 60 per cent, (h) 5 per cent, (c) nil. (d) nil. (e) 16 per cent. 
(/) 10 per cent, {g) 20 per cent, (h) nil. (i) nil. 

(v) These debts are largely due to co-operative societies and pro- 
fessional money-lenders. 

(vi) Seems to be increasing. 

(vii) Since the formation of co-operative societies, agriculturists do 
not take any advantage of these Acts. 

(riii) I cannot suggest any. 

(itr) Yes. They issue loans at 100 to 160 per cent, on demand 
notes, and recover their claims generally out of court by frightening 
borrowers. 

(ri) Not availed of. By educating people as to the existence of 
these Acts, by issue of notifications and circulars once a year, say, in 
the beginning of the financial year. 

(xii) I am not aware of it. 

(xiii) No. 

(xiv) Co-operative credit societies should maintain seed stores and 
issue seeds to those who may require them, in lieu of money. 

(xv) About 100 per cent. 

ixvt) Co-operative societies charge 10 U per cent, to 16| per 
cent, per annum. The.v do not charge interest for the month on such 
part of the principal as is paid during the month. In cases of failure 
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of payment of instalment they impose a fine ^ual to 25 per cent, of 
the interest. To enforce pejmient of debts thfy go to Begislrar’e 
Arbitration Court. 

Coimtry moneylenders charge 18| to 37| per cent, per annum, in- 
terest being compounded half-yearly. They enforce the repayment of 
the debts if necessary through the Court. 

As for Kabuli money-lenders, please see answer to question 6 (ia). 

{xvii) Yes. 

{xvtii) It does. 

Question — (t) There are several rice mills in this district. Small 
dairy farms are kept by some agriculturist. Gur industry is dying 
out. 

{ii) By organising with the help of Government co-operative in- 
dustrial societies of various types. Goveinment should finance such 
societies and give such expert advice or guidance as they may require. 
The opening of jute-rope manufacturing societies, sugar refineries, 
dairy farming and live stock societies is recommended. 

(m) After the jute crop is ready the cultivator may devote his time 
in manufacturing jute ropes, etc. Aman paddy groweie would’ do 
better if they might work in rice milling industries of their own. Dal- 
making from various kinds of rabi crops, such a.s muug, chola. motor, 
kalai, etc., with the help of mills will fetch better prices to the pro- 
ducers. 

(n») Government should at first finance the industries. But the 
enterprises should be on share basis, and the producing cultivator who 
will be a labourer in these industries wiB have to buy compulsory 
shares and by and by they themselves will be able to finance these 
enterprises. 

(r) Government directly, through Circle Inspector of Co-operative 
Societies. 

Question 6B. — (i) There are hardly any people who are entirely 
day labourers, fishermen or small traders. Almost everyone in these 
parts has agricultural holdings of his own, so they are entitled to 
borrow from the existing agncultural co-operative s^ieties. 

The Krishnabati Co-op>erative Society is the biggest co-operative 
credit society (rural unlimited) having a capital of about Rs. 30,000 
and the number of members being over 250. This society has issued 
loans for the following pui'poses : — 


Rer cent. 

House repair ... ... ... ... 10 

Repayment of old loans ... ... ... 20 

Daughters’ marriage ... ... ... 10 

Agricultural ... ... ... ... 40 

Fisherman’s business ... ... ... 2f 

Shoe-making business ... ... ... 2j 

Grocers’ business ... ... ... 16 


Purposes have been explained in question 6B (i). Rate of 
intecest varies from 10|J to 16| per cent. Private money-lenders 
(dtaasge higher rates varying from 12 to 37i per cent. 
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(m) The co-operatii^ banks and indfjgwnous bankers cover the v holer 
field in this respect. 

Long-term loans at lower rates of intei^kt might help them to liqui- 
date their heavier and older debts. Of course this cannot be done 
unless Government comes forward with loans. 

(iv) On the increase. , 

Questkm 7. — (t) Nil. 

(it) No diflGiculty is experienced. 

(tit) The co-operative movement is still in its infancy in this dis- 
ti%t. The Hoognly Central Co-operative Bank, Ltd., has made lapid 
progress lately, but its resources are too limited. The central bank 
is afraid of establishing new societies. Two new central banks are 
going to be started shortly at Seranipore and Arambag. At present 
no estimate can be ventured. 

(iv) None. 

(vi) Every po.ssible financial concession should be granted to co- 
operative societies. 

Reduction of fees on money remitted through post offices would be 
very welcome. Abolition of heavy audit fees is urged. 

Question 7A. — (i) Yes. 

(it) Yes. 

(Hi) Interlending of funds between unlimited liability co-0‘perutive 
societies within the same area will be very welcome. 

(iv) At present they do not help each other in any way. 

(v) At the present state of the development of a central co-operative 
bank, no such transaction is recommended. 

Question 7B. — (i) Prevailing rates have greatly been reduced. 
The usurious rates are practised in small percentage of cases. Ten 
years ago no loan for any purpo.se.s could be secured at a low’er rate of 
interest than 37^ per cent. But at present 18 to 24 per cent, is the 
common rate with the indigenous money-lenders. 

(ii) Ten years ago all money-lending was done by local money- 
lenders and Kabulis. Within this short period 75 per cent, of these 
businesses have been transferred to co-operative societies. 

I can give names of at least four gentlemen of this locality ten 
years back, who used to do money-lending business on veiy large 
scales. Their capital amounted to Rs. 50,()00 or more at one tinie, at 

£ resent they are able to invest not more than Rs. 20,000 in money- 
mding business. 

(Hi) Wherever a zaraindar is a money-lender a co-operative society 
is never a success there. Illiteracy stands greatly in the way of its 
expansion. 


Part I A.— Loan Ofllcos and doint Stock Banks in the Mufassai. 

There are no loan offices and joint stock banks in this part of the 
district. 
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Part ll^liHligaiiout Banlcing. 

Indigenous bfuikers are not found in this part of the country, hot 
local mahajans and money-lenders who inrest their own money into 
money-lending husinesses, are found. 

NT 

Part III. — Invastmont Habit and Attraotian of Capital. 

Quoation 1. — (i) (2) Voluntary deposits from persons. 

(2) Borrowing from central institutions. 

(it) Rupees 25,000 for the cOH>peratiTe societies in this union. 

(mV) Post office savings hank, co-operative societies. 

(iv) Yes. 

(-») No. 

(vt) The habit of investment in silver and gold is gradually dimi- 
nishing. 

Question 2. — (i) Yes, but to increase the popularity of post office 
cash certificates, the issue price may be further lowered, say, to Rs. 75 
for a cash certificate of the face value of Rs. 100. 

(it) I think it does. 

No. 

(m) Yes. 

(*t>) Middle cdass literate people. 

(?;) Nothing further can be done, until such time as mass education 
is not resorted to. 

(vi) The allegation is baseless in my opinion. 

Q^uestion 3. — (i) Existing facilities are sufficient, but I understand 
the Imperial Bank of India charges too much commission from their 
constituents. 

Yes. 

Payment of the amount required to purchase Government securities 
by instalments may be allowed. 

(it) Only the banks and bankers in principal towns help their con- 
stituents in the purchase and sale of securities other than Government 
securities. But they charge exorbitant commissions. Co-operative 
societies do not afford any facilities. 

(tit) They ere generally trustworthy and are of temperate habits. 
They deposit their money with post offices end co-operative societies. 
They use it in, their business. 

(tv) Sometimes they do business of pawnii^ jewelleries at 12 per 
cent. As generally the agriculturists are illiterate, they spend the 
surplus money, if any, in marriage expenses, in buying new bullocks 
or sometimes in purchasing new lands. 

QUMtion 4* — (i) With the educated people in towns, as with the 
comnmrcial people the cheque habit is on the increase. 

• (ft) Ditto. 

(m) Educated people in the towns. 
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{^lary earners may be paid their salaries by a number of small 
cheques, say, Bs. 25 each. 

(iv) Vernacular scripts may be introduced in cheques in rural areas 
if necessary. 

Quastion 5. — (t) Yes. 

(it) Poverty and want of mass education. 

(m) By allowing the people to pay by instalments as they may 
acquire the habit of purchasing Government securities. 

(iv) As no branch has been opened in this district. 1 am unable to 
answer this question. 


IM. 

Mr. P. C. Mukherjae, Secretary, Baraeat Central CiH>perative Bank, 

Ltdn Baraeat (SS^Purganas). 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (i) (a) From co-operative societies, if they are members; 
otherwise from mahajans. 

(d) From co-operative societies on long term loans and from maha- 
jans ordinarily by mortgaging their pi-operties. 

(c) Same as («). 

(it) General rate is 37 J per cent, on simple bonds and hatchitas. 
On mortgages it is 30 per cent. — the rate varies according to the cir- 
cumstances of the borrower — period 1 to 3 years. The nature of security 
is standing crops, ornaments and lands. T<oaus I (a) and (c) are secured 
by hypothecation of standing crops and for (/;) lands are pledged on 
mortgages. 

(Hi) In Barasat Subdivision the Government, the Imperial Bank of 
India, the joint-stock banks, indigenous banks and bankers do not 
finance the agriculturist.s. Co-operative hanks, pi-ofessional money- 
lenders, merchants and dealers advance money to the agriculturists. 

(iv) Ten lacs for this subdivision only in the minimum. 

(v) Present system is primarily defective on the following grounds : — 

(i) Lack of credit facilities of the agriculturists. 

(ti) Want of education, 

(Hi) Hence a defective supply of persons who can manage co-opera- 
tive or other similar institutions for betterment of their 
conditions. 

The remedies suggested are — 

(1) Extension of co-operative institutions. 

(2) Government help for the purpose of financing the agriculturists 

is absolutely needed. 

(3) Extension of education amongst the masses is required. 

(vi) There is no co-ordination amongst the different classes of credit 
Agencies, including Government. 

Fes, there is much scope, provided the remedies above indicated 
are adopted. 
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Qlfa|tlon 2ii--*(t) They^ mwket individually to dealers. Ther« is no 
system Of co-ope|ntive or joint-marketing at the present moment. Th® 
mahajans sometimes purchase the crops. Noi-mallv he is unable to 
hold up his crops on account of financial pressure brought on him by 
his creditors and on account of lack of reserve capital. 

(ii) Effort in the direction of co-operative marketing is likely to b® 
successful provided they be sufficiently educated. 

(ni) There is no co-operative sale society for marketing agricultural 
produce. 

(iv) There are no credit facilities actually existing at present. The 
credit facilities may be given bv establishing sale societies and organis- 
ing them by affiliation with wholesale societies ifi Calcutta. 

(v) The central bank is not in a position to deal with the question of 
foreign trade as there is no direct export from this subdivision. 

(vi) (a) The dealers and merchants purchase the raw materials from 
the villagers and convey them to Calcutta ordinajily whicli is the 
great centre of export trade in this part of the country. 

(6) Other dealers and merchants similarly conduct the import trade 
from Calcutta. 

(ri-a) The financing is ordinarily done in the primitive fashion of 
loose cash and persons carrying the same have got to undergo risks as 
well as loss of interest on account of uncertaiiity of demand. We 
suggest that a sort of cash credit 8.ystem be introduced between the 
apex bank in the province and the various co-operative credit insti- 
tutions so as to enable the dealer to avoid the risks above mentioned. 
A similar system of inter-divisional or inter-provincial credit between 
the various central banks through the medium of the provincial bank 
may help in the easy flow of money towards these areas which require 
them most and this will prove beneficent both for financing import 
and export trade. 

' (vi-h) It is indeed a fact that the grower of produce does not get 
proper return for the same on account of the speculators and inter- 
mediate dealers and other persons whose names are mentioned. 

The prices fetched at the mills or the big nratg are often twice as 
much as that received by the cultivator. The reason is that the 
merchants can command almost monopoly with regard to certain 
commodities which are principally articles of export, e.g., jute and 
as they can regulate the demand so they can dictate the price. Th® 
various intermediate dealers also swallow up the major portion of th® 
money which ought properly to come to the actual producers. 

{vH) So far as paddy is concerned, the position of monopoly occupied 
by the dealers is not so clearly definable although the producers’ lack 
of credit and indebtedness and the incapacity to hold necessarily put 
them at the mercy of tbe purchaser. !l^garding jute the position is 
otherwise, here tbe purchaser occupies more or less a position of mono- 
poly and they can % a combination amongst themselves dictate term® 
to the poor indigent producers. 

(win) The machinery for internal remittance is mostly cash or the 
medium of post office. In the case of co-operative institution treasury 
remittance in certain cases are becoming popular. Hundis are seidouk 
resorted to in this part. 
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^ t (i») An easder and cheap mode of remittance and a more free gircula* 
^ 0 ^ of money is essential for the development of the conn try. Increase of 
internal banking, development of co-operative institutions, education of 
the personnel of the institutions so that they can manage these banking 
operations, proper supervision by trained Government or specially 
trained officers acquainted with practical banking are absolutely neces- 
sary for the purpose, but all these will be thrown away unless educa- 
tion. at least primary education, be disseminated through the mass. 
Primary education must be made compulsory as well as free if any 
lasting improvement can be expected. 

(,r) In this part of the country as already stated negotiable instru- 
ments are not ordinarily resorted to for the purpose of internal trade 
although p-asping lenders do often utilise the internal trade to enhance 
their capital by obtaining a large amount of inteiest which is not 
commerce in the strictest sense. 

(,ri) Reduction of duty on hills may lead to a freer flow of money 
through their medium. 

(rii) There is no huitdi system in our part of the coimtiy in this 
subdivision. 

(.riii) Intniduction of standardised forms will undoubtedly facili- 
tate the use of hundis and a larger circulation can be reasonably 
expected. 

i.rir) As already stated we have practically no hundis in this 
locality. Amendment of the Negotiable Instinments Act should be 
made for the purpose of reducing their costs, standardising them and 
affording their greater sanctity by substituting speciol rules for the pro- 
tection of the person in whose favour they are drawn. This is a sort of 
bounty which may be withdrawn in future when they have become 
sufficiently popular. 

(.rr) They are seldom discounted at the local centre and are mostly 
held by middlemen, merchants, etc. 

Crri) There is no system of rediscounting hundis in this locality 
A branch of a large joint-stock bank may profitably be opened and 
extend its operation in this part. 

(xvii) Except in big trade centres this system is not in vogue. As 
already stated transactions are all conducted in cash. 

There are no warehouses in this part of the country. Thi* 
system may be experimented in large trade centres. 

(xx) If it is to be successful Government assistance at the start 
will be indispensable. 

QlMStion 3* — (?) Rupees 300 per acre for paddy lands. 

Rupees 150 per acre for jute lands. 

Rupees 300 per acre for cereals. 

(ii) The character of land affects the value. Paddy lands are j^ene- 
rally low lands and they seldom fail. Jute lands are comparatively 
high lands. 

The value of land sold for non-payment of Government revenue 
ia higher than that fetched in the sale under ordinary money decrees 
because the rights are higher. 
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Th^ ^highest price i# reached ill private sales because the purchaser is 
ordinarily a local man and he is conversant with the nature oil the 
tenancy and moreover the vendor can negotiate with the purchasel 
-whereas in the former cases the sale being by nature involuntary fetches 
•comparatively low price. 

Qmttion 4 * — (f) There is no legal impediment to mortgage of land 
and agricultural holdings. 

(ii)- The amended Bengal Tenancy Act which has made occupancy 
holdings transferable has increased the value of land to a certain 
extent but owing to the heavy landlord’s fee the increase is not as high 
Us may be expected. 

(iti) Before the amendment, as they were generally non*transferable, 
long-term credit was not feasible normally because one hfcd got to look 
to the crops for realisation, now these smaller holdings have got certain 
attraction to agriculturists and long-term credit is being introduced. 

(t'r) None except co-operative banks. 

(v) Vide above. 

(vi) By increasing the working of the central co-operative bank 
-which if fully developed may supply most of the needs. A department 
may profitably be opened under each central bank for advancing money 
on mortgages of land on co-operative land mortgage principles as is 
being attempted to be developed by the Bengal Co-operative Organisa- 
tion Society, Ltd. 

(vii) (h) By introduction of the system of arbitration as is in vogue 
in co-operative institutions. 

(viu) It should be mostly derived from deposits. 

Next comes the funds from central institutions. Debentures are 
Hot likely to be popular at the start. 

(t.r) Government guarantee is indispensable at the start for a certain 
'number of years for both principal and interest. 

(.r) The State may be given the first charge on the bank’s as-sets 
as its prerogative and also nominate at least half the Board of Directors 
for the period during which the guarantee lasts. 

(.Ti) The terms will vary according to the locality. If there be 
■Government guarantee money will be available at a lower rate and 
sleposits will be attracted and debentures easily subscribed. There 
ahould be at least a margin of f3 per cent, between the rate at which 
the money will be received and the rate at which it will be lent out- 

(jrit) We think it can profitably be included in the trustee securities. 

QUMtion 8b — (t) We are not in a position to form an estimate for a 
willage or a district— we can only gauge the indebtedness of members 
of societies in a particular village. 

(ti) By preparing a debt aUd property list of all villagers as is done 
■with regard to members of co-operative societies. 

(in) Money advanced on mortgage is about 20 per cent, of the amount 
of loan advanced on personal security. 

(fc) The purposes set out are practically exhaustive. There are no 
otber purposes ordinarily. 
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So far as members o| co-operative societies afe concerned the 
4ebt ,18 primarily due to the society, for other individuals the loan is 
due to professional moneydenders only. 

('Pt) Agricultural indebtedness is increasing generally except for 
members of co-operative societies. 

(vtt) We are not in a position to answer. Practica^lly these Acts 
have no operation. 

(iji) Kabulis are found in almost every village. They usually lend out 
money on hand-notes or hat-chitas on interest of 1 anna per rupee per 
diem. They generally do not go to the Court for the realisation of 
their dues but they realise it by their physical force. 

(*) No such concrete example is at present known to us. 

(xi) The TJsurious Loans Act is often availed of. The maximum 
rate of interest allowed by the same is too high which should be reduced. 
It should be also applied to mortgage deeds as well. 

(xzi) No. This should be enforced. 

(xiit) Instances are known but they are comparatively lowei. 

^ (xiv) By popularising the co-operative credit societies and organis- 
ing the same in larger numliers, a summary method of realisation of 
dues of the societies and central bank by certificate method may be 
introduced. 

(xv) The prevailing rate of interest on paddy loan is 50 per cent. 

(xvi) Generally >37^ per cent, simple interest. Generally the debt 
is realised when the produce is collected and in case of non-payment 
courts are frequently re-sorted to. 

(xvii) Not much in this locality. 

(xviii) Not appreciably so, though undoubtedly it hampers them a 
good deal and a lowering of the rate of interest is immediately called 
for. 


Question — (i) We have got rice mills, co-operative milk industries 
and hand-spinning and shoe industry in this locality. 

(n‘) By introducing co-operative purchase and supply of raw 
materials and co-operative marketing. The introduction of compara- 
tively easy credit may help to hold out for certain and thus be not at 
the sweet mercy of the purchaser. 

(m) Hand-spinning and cottage industries may be tisefully expanded 
amongst agricvilturists provided raw materials are forthcoming on a 

credit eyetm. 

(»r) Through the medium of co-operative institutions. 

(v) See above. 

QufStiofi 6A.— (t) There are no such fixed industries in this locality 
except the small industries mentioned above which are mostly earned 
with private capital except 2 or 3 co-operative societies or unions, 

(it) See 6 (ir) above which may be supplemented with Government 
aid or bounty for a period. 

QlMkHofl Ml> — (}) There are practicallv no facilities except a few 
bo-operative urban societies in the headquarter. The money-lenders 
generally exploit them elsewhere. 
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(it) They gener^ly borrow for purposes (a) (6) (c) (d) (e) of quesiioik 
6, clause (tv). 

The rate of interest on unsecured debt is generally 25 per cent, 
and secured debt 15 to 18 per cent. 

(in) Neither the Government nor joint«tock banks nor indigenous 
banks do help them, only in the town the co-operative urban banks have 
served to reduce their rate of interest to 12 per cent, or thereabouts. 

On the increase. 

QlMStion Tir — (t) Ordinary co-operative banks, vis., central banks or 
primary societies, have no relations with the other banks of the county. 
They derive their finance from the apex bank, vis., the Bengal Provin- 
cial Co-operative Bank, Ltd. The Bengal Provincial Co-operative Bank, 
Ltd., has banking dealings with the Imperial Bank of India and other 
big joint-stock banks in Calcutta. 

(ii) Difficulties normally lie not in the shortage of finance but in the 
want of education of the members of the societies, their lack of reserve 
staying power and their absolute dependence on the success and failure 
of crops. 

(in) So far as the whole district or the entire province is concerned, 
we are not in a position to give any estimate. 

(iv) No. 

(r) The question does not arise in view of the above answer, 

(vi) If simdal financial concessions as stated are granted that will 
be a stimulus to the entire movement and are likely to be attended 
with beneficial results — as a matter of fact it is the spread of the co- 
operative movement and the proper education of the people that appear 
to be the true solution of the various economic difficulties of the rural 
population and all sorts of cotu'essions would be welcome. 

Quostion 7A, — (i) We do not think so. The present system of joint- 
liability has safeguarded the interest of the central bank more fully 
•and is the cause of their popularity and has attracted depositors. The 
advances to individuals should be made by the societies rural or urban. 

(ii) No. 

(Hi) No — at least at the present stage — as the movement will lose 
its solidarity — only the apex bank should be allowed to deal freely 
with the joint-stock banks and loan office. 

itv) At present they are not interrelated nor do they render any 
mutual assistance. 

(v) Through the medium of provincial bank as clearing house the 
central banks in larger trade centres may easily undertake such bank- 
ing business as remittances of money from place to place — that will 
be cheaper and will avoid actual displacement of cash. 

QuMtiOn 7B« — (t) In rural areas it has perceptibly reduced the 
prevailing rate of interest both on secured and unsecured loans. The 
mahajans in order to keep up their influence had to reduce the rate 
both on secured and unsecured debts. 

(it) To some extent the societies have replaced professional moimy* 
lenoere— -some of the latter either have shifted or are l3ring low waiting 
for adverse season when they may once again attempt to regain their 
lost influence. 
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|*i*y This factor, viz., the existence of professional money-lender, 
has an adverse effect on societies, specially those which have been newly 
started in areas once dominated by a powerful and rich money-lender. 
The main factors which operate »i.fainst the rapid spread of co-operative 
hanks in rural areas are — 

(i) Want of proper organisation which is generally attributed to 
lack of education amongst the people at large. 

(ti) Paucity of capable self-sacrificing individuals who can conduct 
the affairs of society, 

(tii) Want of properly trained and adequately paid supervisor and 
organisers. 

(iv) Want of sufficient number of sympathetic audit staff. As a 
matter of fact the services of the supervisors are often re- 
quisitioned for audit work which is an anomaly — a man 
acting as an auditor on his own work ! ! 

(r) The higher rate of interest. This can he rectified if the (tov- 
ernment advances money to the provincial bank at specially 
low rates. In that ease the pi-ovincial bank can finance 
at a lower rate and there will be a general lowering of rate. 


Part I A — Loan Offioes and «loint>8tock Batiks in the Mufassal. 

There are no loan offices or joint-stock banks in this part of the 
country. 

Part II. — Indigenous Banking. 

There are no such institutions in this part of the country. 


Part III.— ‘Investment Habit and Attraction of Capital. 

Quostion 1. — (i) The Imperial Bank, the large joint-stock banks, 
including the exchange banks, the smaller merchants (some of whom do 
banking amongst a limited constituency), the loan offices, the profes- 
sional money-lenders or sharafs and lastly the co-operative banks — and 
the Post Office Savings Banks. 

(it) No, we are not in a position to form an estimate. 

(m) In the credit institutions abovementioned, money is also inve.st- 
ed in Government and other securities and in the post office. Private 
money-lending prevails on a fairly large scale. Investment in real 
property, specially in permanently-settled areas, is popular. 

(iv) No. Our rural population are not yet properly trained and 
they seldom invest in anything other than real property or private 
money-lending on the security of real property ; they are e'’en reluctant 
to deposit in their own societies and thus our societies in general have 
failed to attract local deposits in most cases. In most villages we have 
no rural banks — ^these should be organised, if feasible. 

(v) By spread of education, growth of co-operative institutions and 
confidence in these rural banks, the existing facilities may be improved. 
The insurance scheme now in the hands of the Bengal Co-operative 
'fh^nisation Society, if successful, will ensure the solvency of the 
various members of rural societies and if carried into effect may attract 
deposits more than any other feasible scheme. 
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In time there thould be a co-operative bank tn every village unit 
and insurance should be made compulsorv, if possible. If the banhs 
be at their door and they give you a handsome return as they aj^ sure 
to do without any apprehension of loss that will attract local deposits 
more than any other system. The Barasat Co-operative Credit Society, 
Ltd., although a limited liability society, attracts deposits throughout 
the area and is getting popular day by d»y. It is the solvency of the 
bank coupled with the hrmness of the administruHoii that attracts 
depositors. 

(vi) The habit of investment in silver and gold of which the Indian 
people have often .been accused and which figured so pronouncedly in 
the report of the Royal Commission of Indian Currency and Finance is 
disappearing. With the continual impoverishment of the people the 
hoarded wealth is becoming less and less and in most cases have dis- 
appeared. Moreover the policy of Government in announcijig that 
the value of gold would be artificially lowered sometime ago is lespon- 
.sible for much gold coming out of the families and being coiivei-ted 
into bullion. The habits are also gradually changing and people are 
growing more Busine-sslike, seeking markets for their capital and 
returns for the same. Hence this habit is diminishing. 

QudStion 2« — (i) It is not so now. The reduction in the rate of 
interest is responsible for this. If the old rate l)e restored it vould 
probably attract more capital. 

(ii) Yes. The old rate sliould be restored and the certificates should 
be more easily convertible into cash. This would popularise the 
certificates. 

(Hi) No. The postal hours synchronise with the noimal work of 
the poorer jreople who generally resort to them. The public should be 
given more facilities. The superior limit of investment should be 
increased. If cheque system, as we find in the Lloyds Bank, Ltd., be 
introduced that will immensely popularise the same and avoid much 
displacement of cash in a locality. 

(iv) Either the poorer class or the class who are the least enterprising. 

(i’) If the cheque system as advocated above be introiluced that will 
at once attract local deposits. Public bodies will be able to deal with 
it and it will train the people to banking system even in the romotest 
villages and will be a prelude to the creation of banking concerns 
throughout the province. 

(vi) We are not in a iwsition to answer as there are no other bank* 
ing institutions in this part. 

QuflStion 3. — (i) We are not in a position to answer. 

(ii) Vide above. 

(Hi) The cultivators as a class suffer from chronic indebtedne.ssl 
They repay their loans and seldom have any loose cash to spare. The 
poorer middle class generally invest their small surplus in the Govern- 
ment Ravings Banks or Government securities. Some of this money 
is finding its way in deposits in the co-operative institutions. The richer 
middle class invest in securities or real property or money-lending. ' 

(iv) The larger farmers who have loose cash to spare generally 
invest the same in purchasing lands or implements of husbandry. Some 
of them advance money to their less fortunate hrethren and' in these 
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pa»e* very ofteu it results in the land itself passini? into the hand* 
qf the former in the long run and the latter beix^ converted into day- 
labourers. Once the nucleus is made it leads to incrased accumulation 
of capital and with the high rate of prevailing interest, the once fortu- 
nate farmer, now a money-lender, becomes the landlord mahajan of 
the village. 

Question 4.-— (i) The cheque habit is popular in Calcutta. In the 
mufassal it is practically nou-esistent as there are no clearing houses 
and no such system. 

(it) The abolition of stamp duty has led to larger cheque circulation 
in Calcutta but it has practically no effect in the mufassal as the cost 
and risk of coming down to Calcutta for cashing it is prohibitive. 

(Hi) The educated middle class living in towns. The payment in 
cheque as suggested may popularise them but there is the otliei- factor 
to be reckoned, viz., prompt payment thereof. The cheques on Ooveru- 
ment Treasury are becoming unjiopalar every day on account of the 
delay in payment. There should be a maximum time fixed, not exceed- 
ing 5 to 10 minutes, within which all cheques must be paid. Unless 
this he done no effort whatsoever will popularise these. 

(u-) Veraacular scripts may be used, but unless quick payment ia 
ensured nothing will help to popularise it. 

Question 5.— (<) Yes. 

(it) The reasons have been given already — mainly lack of education, 
conservatism, want of proper facilities and the delay in payment. The 
banking system is divorced from Government and people are apprehen- 
sive that even if a most solvent and sound concern falls on evil 
times on account of a sudden rush or otherwise, the Imperial Bank, 
of India or the Government may not come to the rescue. 

(in) As already stated, we suggest the introduction of cheque system 
in the Savings Bank which will serve to educate the people at large. 

(iv) We are not in a position to answer as there are no branches in 
this part of the country. 
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Mr. Ambika Cltaran Ray, Secretary, Berliampere Central Ce-eperative 

Bank, Berhanqiere. 

Part I.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (i) The agriculturist iu my district looks to the village 
money-lender, commonly called mahajan, including in many cases his 
landlord, for financing for all purposes; and in most cases obtains finance 
from him. 

The members of rural co-operative societies obtain finance, not only 
for cultivation but also for permanent improvements and other special 
needs, from their societies. They get loans as a rule, the exception 
bein^ in* the ease of members whose defaults in payment of kists are 
glaringly large. 

(ii) Rate of interest . — The rural co-operative societies realise interest 
at J2J per cent., per annum on short-term loans and 16 per cent, on long- 
term loans. The village mahajans realise interest ordinarily at rates 
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varying from 24 to 37J per cent. There are, however, cases in which 
the village mahajan realises interest at a rate enlarged to 2 annas in the 
rupee per month, as does the Kabuli. 

Period of loan *. — ^In the matter of the loans advanced by mahajans 
the period is nominally fixed for the month of Chaitra. But default is 
generally the rule, and the indebtedness of the agriculturist is noto- 
riously chronic. The rural co-operative societies spread out the “long- 
term loans” generally for a period varying from 3 to 4 years and in 
exceptional cases enlarge it even to 7 or 8 years. The “short-term loan” 
is made payable within a year from the date of advance. 

Tiature of security . — Agricultural holdings form the security. 
Standing crops are not generally offered and accepted. In the case of 
usufructuary mortgage the crops go to the creditor. 

The percentage of secured and unsecured loans may, in my district, 
be estimated at 50 per cent, each kind. 

{Hi) The pai-t played in agricultural finance by — , 

(o) Government . — It is only for the relief of distress (i.e. at famine 
time) that the Agriculturists’ Tioans Act (Act XTI of 1884) 
is brought into play and the Government advances agricul- 
tural loans. These loans are generally made repayable 
within a year, and realisation before the expiry of the kist 
is made so peremptoiy that cases have been reported in which 
the borrowers had to take recourse to the village money- 
lenders, who, taking advantage of their helple-ssness, made 
advances to them at an inteiest of 150 per cent, per annum 
(i.e. at 2 annas in the rupee per month). The Land Improve- 
ment Loan.s Act is practically a dead letter in this district. 

(6) The Imperial Bank of India, the joint-stock hank, and the indi- 
genous banks and bankers do not play any part in the agri- 
cultural finance in this district. 

(d) The co-operative banks unstintedly lend money to their mem- 
' bers for agricultural purpo.ses, which, however, are mostly 

confined to the growing and raising of crops. 

(c) The professional money-lenders also advance money for cultiva- 
tion and raising of crops. 

(/) The merchants and dealers also do so, but instead of contracting 
for interest make forward contract with the agriculturist for 
sale to them of all the produce either at or on condition of 
getting a commission on sales at market time. 

(h) Other organisations . — The Chilean Nitrate Company and the 
Ammonium Sulphate Company sell their artificial manures 
to the agriculturists on receipt of price mostly in cash. 

(iv) One crore of rupee is a w'ide guess that may be made when one 
ts called upon to name the total amount of capital required for agricul- 
tural purposes in this district. 

The defects of the present system of financing are — 

(a) neither the borrower nor the lender thinks of making improve- 
ments either of land or of agriculture ; 

(h) the high rate of interest realised by the mahajans; 
the unscrupulous mahajan realising more than his duea. 



Beaspns; Poverty and iltiteMc-y of tlie yiHalfftrs. 

6tig#<^8ted : (t) iBcreasing literacy amongst tke viliageiW; 

(^) storting of co-blierative societies in veiy' large numbers. 

(v) There is hardly any co-ordination among the various credit 
agencies. There is scope for the possibility of such co-ordination. 

QtMUNoil The present methods of marketing the principal 

crops ilt my district by the raiyat are — 

(a) sale through dalilg (brokers) who frequent villages specially at 

the time of raising crops and who bring the crops to the 
aratdar (the middleman) ; 

(b) direct sale by the raiyat to such middleman or aratdar; 

(c) (in rare cases) direct sale by the agriculturist at the market. 

Yes; the agriculturist is generally unable to hold up his crop for a 
better price. 

Povertj’^ is the main and practically the only reason. 

{ii} The formation of jcools and co-operative effort generally in mar- 
keting ttie prtKluce is possible if honest and literate workers are available 
even in small numbers in each village or for a group of villages. 

{Hi) Yes; there is a co-operative store dealing in articles of evfery- 
day use at BerhampoTe and a Ccw)perative Sale Society at Beldanga now 
dealing in jute. 

The Berhampore Co-operative Store is a limited liability society of 
10 years’ standing linke.! to the Berhampore Central Co-operative Bank, 
which occa.sionally finances it. It has sufficient funds, but they do not 
get the turn-overs (which can only make capital useful) owing to the 
Tack of co-operation on the part of its members. 

The Beldanga Sale and Supply Society is also a limited liability 
society linked to the Bengal Wholesale Society, Calcutta, which 
finances it. It has only been started this year. 

(iv) Hardly any credit facility actually exists in my district for 
financing products during marketing. 

Facility rei|Uircd> — Arrangement for the stocking of goods at all 
important centres and paying a certain percentage of the price aa 
against the goods that may be stocked for sale at a better or the highest 
market is a desideratum. 

(v) Tb© facility suggested above relates both to internal and foreign 
trade. 

(vi) In financing Iwtb export and import trade— 

(а) the ccMjperative banks to a small degree help their members, 

(other banks do no help to the villagers) ; 

(б) the banker lends his help by drawing hundis; 

(c) the meieban'ts attd_ d^leiu play their part in the export trade 
(t) by a^i^cing fiihttey to dalals^ (brokers) who make 
purchases in the interior of tiie district and bring goods to 
them for consignment to the vanotti centres for export; (ft'V 
by advancing money t6' Ihe cultiyUtdre. 

Ifi tfiich financing the co-operative societies generally ad* 
▼afice money on short-term loans carrying interest at per cent. Tbe 
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xnaiiajan (village money-lender) ordinarily advances money at rates 
varying from 24 to 37| per cent., per annum. The merchants and 
dealers finance the agriculturist with a forward contract for sale to him 
of all the produce either at a price then fixed or on condition of getting 
a commission on sales at market time. 

The present requirement is met by this sort of financing. But if the 
elimination of the middlemen or the reduction of them to a minimum 
be the desideratum then the spread of co-operative endeavour among the 
rural people ought to be earnestly encouraged and the co-operative in- 
stitutions ought to be adequately financed. 

(b) I quite believe that the grower of the produce in India does not 
get the full value for his produce. It is his produce that forms the 
merchandise, which pampers the middleman, while there is no end of 
his penury. M.v idea is that so long as large sales of agricultural 
produce and exclusive sale of jute (and also tea) will continue to be in 
the hands of the people who do the sales and dictate the price (as is the 
fact now), it would be hard for the agriculturist to prosper. I fui-thVr 
believe that unless and until the agriculturist is place<l in a position to 
dictate the price of his produce there will be no end of the proverbial 
want that vexes the tiller of the soil in India. 

(vii) Yes: I have given my views in the above answer. Lack of 
banking facilities to tbe agriculturist is not principally due to the 
borrower’s lack of credit. 

(vin) The Post Office gives the public the facility of remittance, 
both internal as well as external. It is only in certain parts of this 
district (mostly where the Marwaris ply their trade briskly) that hundis 
facilitate remittance. 

As I have not much personal experience in huudi transactions I do 
not answer questions (ia;) to (.v.t). 

Question 3< — (i) In my distiibt the price of anian paddy lands varies 
from Ils. 300 to Rs. 600 per acre and that of the aus paddy, jute and 
choitali lands. from Rs. 150 to Rs. 300 i>er acre. 

(ti) The presence or absence of cash money in the hands of the culti- 
vator, or, in other words, plentiness or failure of crops, is the main 
factor in determining the value of the lands on transfer. 

(a) Revenue gales seldom confer on the purchaser the right to get 
khas possession of lauds. So the price fetched at such sales are only 
certain multiples of tlie rent earned from the lands. 

(b) At Civil court sales agricultural lands do not fetch proper prices 
as the person who tills the land, and who as such f an afford to pay the 
full value therefor, hardly has the occasion to present himself as a 
bidder at such sales. 

(c) Sales by private negotiations very often fetch the maximum 
value for agricultural lands. 

Quostton 4*— (i) With the passing of the amendments to the Bengal 
Tenancy Act in 1929 all legal impediments to the mortgage of agri- 
cultural holdings have been removed in my province. 

(m) The amended Bengal Tenancy Act having made agricultural 
holdings transferable, it may on principle he said to have increased the 
credit of the agriculturist . But so far as my district is concerned, 
tfvm when agricultural holdings were not transferable either by custom. 
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or in law the village inahajans hardly evinced any hesitancy in makinjp 
advances to the agriculturist. His credit, therefoi-e, in effect continues 
as before. 

The fact, however, that the amended Bengal Tenancy Act has 
made the deposit of landlord’s transfer fees a condition precedent to the 
sale, has the effect of reducing the price of lands on sale. How this 
fact will tell on the credit of the agriculturist has yet to be seen. 

{Hi) There is hardly any long-term credit institution in this district, 
and cases are now rare in which an agriculturist takes a long-term loan 
with a view to effect any permanent irnproYeiuent in his holding in any 
substantial way. 

The question as to the smallness or fragmentation of agricultural 
hpldirrgs affecting the credit of the agriculturist as to long-term loans 
has not as yet arisen. 

(iv) There is no land mortgage or agricultural bank in my district. 

Note. — The question of establishing a land mortage bank here has 
not arisen. The Central Co-operative Bank with which I am con- 
nected is fortunately in a position to finance effectively in suitable cases 
of long-term credit. Experiments, however, in the tine of advancing 
long-term loans for 8 or 9 years have not as yet been successful. Such 
loans were taken mostly for unproductive purposes and even when 
taken for agricultural purposes the loans being followed by successive 
years of crop failure have resulted in large overdues. 

I therefore refrain from answering questions (r) to (a-Hi). 

Question 5> — (/) I do not consider the estimates of the indebtedness 
of the villages tliat 1 have to he either satisfactory or workable. 

(If) The Central Co-operative Banks can with reasonable accuracy 
supply — 

(«) the total number of members of the rural societies athiiated to 
them ; 

{h) the total amount of the indebtedness of such mernliers to their 
society ; 

(c) the outside loans of such members. 

From these ligures the indebtedness of a certain number of village 
people may for practical purpose be ascertained. The indebtedness of 
the rest may for obtaining a workable figure be calculated in the same 
proportion. 

(lit) (a) In the making of such an estimate the co-operative societies 
can furnish figures of the “secured” and “unsecured” debts of 
their members. For practical purposes these may form the basis for 
working out in the same proportion the amount of secuied and unsecar- 
ed debts of the rest of the agricultural population of the village. 

(b) In this district the agricultural holding form for practical 
purposes the sole security. The village house of the agriculturist is a 
structure of hardly any saleable value. Omamenta of value they 
seldom have and seldom can they store crops and produce for offering 
them as security' against loans. Ploughs and cattle being implement 
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fi hiHllafidry fwd beiofr M such exempted bj statute from a^ttachmeut 
m execution of decrees lU'e not accepts as security. 

(tv) The existing debts were incurred mainly for the following 

{ mrposes: — marriage and other social occasion, (h) 
itigation, (c) famine and distress generally, (d) payment 
of rent, (e) purchase of cattle and seeds, and in certain cases 
for (/) the repayment of earlier debts, (p) the growth of 
debts by compound interest, and seldom for, (h) purchase of 
manures, (t) improved agricultural implements, ( 7 ) sinking 
#ell 8 > etc. 

(v) This debt is largely due to professional money-lenders and to 
some extent to co-operative societies. 

(vi) My impression is that agricultural indebtedness (in the sense 
of the indebtedness of the agriculturist) is on the increase. 

(vu) The needs of the agriculturist in my pari of the coimtry have 
hardly been met by either the liand Improvements Jjoans Act or* the 
Agriculturists’ liOans Act. As 1 have already had occasion to say, the 
former is a dead letter and the aid of\ the latter has been invoked only 
at times of great “distress” and hardly, if ever, “for the purchase of 
seed or cattle or any other purpose not specified in the Land Improve- 
ment Loons Act, but connected with agricultural subjects’’ though the 
statute provides for the latter purposes. The operation of these 
statutes in normal times may, therefore, be said to be unknown in this 
district. 

(rwV) Sympathy with the villagers and earnestness on the part of 
the executive officers of the district in lietteiing the condition of the 
rural jiopulution may make the statutes workable and their t>peratiou 
beneficial to the people for whom they are intended. 

(ia:) Yes; the Kabulis are found in certain parts of this district, the 
headquarters town not being excepted. They get printed pro-notes 
executed by their debtors either by advancing money or on account of 
the price of goods supplied, promising to pay the amount on demand 
with interest at 2 annas per rupee per mouth (i.e., at 150 per cent, 
per annum) at any of the many places named in the pro-note. They 
are not slow in making takids and the way of their realising money is 
proverbial. Cases of mistaken identity in respect of borrowers are 
sometimes brought to light. In the matter of law suits ex-parte 
decrees are sometimes brought by Kabulis a^iust Bengal villagers 
without their knowledge at a very distant place (say at .Tu'llundar) 
where among other places money is made payable in trie pro-notes and 
money is realised on execution of the decree transmitted for execution 
here in Bengal from parties who plead innocence, but cannot re-sjipen 
the litigation hundreds of miles away from Bengal. 

(dr) 1 hav 6 known of a money-debt of Rs. 50 sued upon after a period 
of ab^t 10 years for Rs. 1,100 after giving remission of Rs. 300 or so, 
the debtor havihg maaile repayment of about Rs. 100 in the meantime 
whieh was Appropriated towards interest. 

(«t) The tTsurious Loans Act is hardly seriously availed of in my 
diidiriot. Ih law sttits d^Afeiice is not unoften taken in odftformity tidth 
tiha ^wri g h» i s of the stattttfe. But not uUoften are such suits deoread on 
for the entire amount of the eikitn, trhidi is msde imyable 
Bii^tReiitl. The honest debtors find it to be more to their beuefit 
pay tbeir duffis by kists than to get remissiOit 
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Interest on contest and to be made liable for the entire decretal amount 
forthwith. The eoui-ts, of cot^se, in certain cases direct a reduction of 
the claim for interest ostensibly acting under the provisions of the 
Usurious Ix>ans Act. 

(rii) I know of no standard rate of interest followed by the courts 
here. But the courts are slow to decree interost at rates exc.eeding 24 
per cent, in the case of unsecured debts and 18 per cent, in the case of 
secured debts. 

(rm) Defence is sometimes road in court stating that the bond in 
suit was executed for moro money than was actually advanced. But 
I know of no case in which such defence was successfully fought out. 
So far as this district is concerned, the adoption of this tactics hj’’ the 
creditor is rather the exception than the rule. 

(.t/r) Under the present circumstances the starting of co-operative 
societies in large numbers, the introduction of short-term loans for 
agricultural purposes ami inistinted advance for such loans with 
arrangements for strict realisation thereof seems to lie a practical 
proposal. 

(u"v) Tlie pievalent rate of interest on paddy loans is 50 per cent., 
but in cases where the advance is made in tlio first thiee months of the 
Bengalee year the rate is enhanced to 10(t per cent. Compound 
interest in the case of defaults is not unoften realised. 

(j r/y) So long as agricultural lioldings were non-trausferable by 
custom theie was liardly freciuent occasion to lament on the decay of 
the peasantry in Bengal; but the right of transferability of agricul- 
tural ’mddiiigs conierred on the tenants by the amended Bengal 
Tenancy Act necessarily carries with it the risk of passing of pro|jeity 
on into the hands of the creditors and of reducing the status of the 
llengal peasaptry into that of mere day labourers. 

(xriii) Theie have pot as yet been glaring instances of lands 
from the bands of the agriculturists to those of the creditors. But it 19 
apprehended that provisions like this will necessarily take away from 
the actual cultivators the incentive to better production. 

Question In my district there are the following small sub* 

sidiary industries supplemental to agriculture-— 

(а) Iii«-e-iniUiug by dhenki — the old indigenous appliance. 

(б) Dairy larmiug in the shape of keeping bathaus. 

(c) Gui'-making in old style. 

(d) Garden produce — cultivation of cauliflowers specially. 

(e) Handrspinuing by ebarka. 

(ii) (a) As regards rice-milling by dhenki the industrialist is hardly 
properly financed, and as such he cannot buy paddy at low market. 

means of obtaining finance ought to be ottered. 

(6) Dairy farming in its proper sense is a profitable and useful in- 
dustry, though the same is practically unknown here. The establisk- 
men of a cooperative dairy farm may give incentive to this industry. 

(e) Gur-making ^ an industry is an old institution and has pro- 
imets. The dissemination of the improved methods of gur-making 
mroiigh the Government Agricultural Department is calculated to 
place the industry on a better footing. 
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(d) Garden produce . — The cultivation of cauliflowers is making 
headway in the urban and suburban area of this district. As the 
mulbeiTy cultivation is dying out in many parts of the district the 
ground so elaborately prepared for the same is vacated for beds of cauli- 
flowers. This may be given a wider scope. 

(e) Hand-spinning has been given an incentive to by what is com- 
monly called the “swadeshi” movement. If yams be had out of 
spare-time work the cost of providing for the clothing in the family will 
no doubt be reduced to a minimum. The part that the charka should 
now play in the economy of the household is of greater importance 
than its function as an industry. The dissemination of this idea and 
the easy availability (by free distribution or otherwise) of cotton seeds 
is calculated to the development of hand-spinning. 

(iii) Enterprises that may keep the farmer usefully employed during 
his off-time may be — 

(a) Hand-loom spinning. 

(A) Biri-making. This may be of particular use in places where 
tobacco is grown. 

(c) Match manufacture. — As a cottage industry match-making has 
an excellent place in the economic development of the 
country. But there should be either co-operative societies or 
middlemen to regulate the industry. 

(iv) The best metho<l of seeming working capital for such enter- 
prises is to start either joint-stock companies or co-operative societies for 
the purpose. 

(v) Answered in the above. 

QUMtiOfl 7* — (t) The Imperial Bank of India has got no branch in 
this district. The recent arrangement of j)ermitting cash-credit trans- 
actions between the Central Co-operative Banks and the Imperial Bank 
is likely to be of much help to co-operative sotdeties. The occasion has 
not yet arisen necessitating the introduction of such cash-credit transr 
’ actions with the central bank with which I am connected. 

There is only one joint-stock bank (a loan office) here. There has 
been no confli(d of inteiest between that bank and the co-operative 
banks; for, while the area of operation of the joint-stock bank is prac- 
tically confined to the sadar, there is no urban co-opeiative bank, and 
the ai’ea with which my bank is directly concerned is outside the 
sphere of work of the said joint-stock bank. 

It is really the interests of the indigenous bankers that are affected 
by the existence and growth of the co-operative banks. My central 
bank does not encourage the idea that the rural societies should advance 
money to their members to pay oft wholesale their old debts and thus 
“free” them from their mahajans. My bank finances the rural societies 
liberally for the better outturn of crops, so that with the 'increase of 
pioduction and cons^uent increase of wealth the debtors may “free” 
themselves from their mahajans and at the same time pay off thei^ 
debts to their 80cietie.s according to kists. There are, however, certain 
areas in which the Iwal mahajans are yet unfavourably disposed 
towards the co-operative societies inasmucli as they believe that the 
existence of these societies tells on their money-lending business. 

^tt) In the matter of finance there is hardly any difficulty now so 
far as my bank is concerned. There has rather been a glut in deposits 
and they are in excess of the present deniand. 
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{Hi) With the expansion of loans consequent on the establishment 
of big co-operative societies, like milk societies, gur-making societies, 
silk societies or bell-metal societies, there may be demand for extra 
capital for financing co-operative movement in this district. I cannot 
at the present moment give a definite idea of the anioiint of such extra 
capital. 

(ir) There is no coinj>eiition l>etween the eo-operativc banks liere 
and the joint-stock bank as already answered in (/). 

(vi) The grant of financial concessions to co-opejative societies in 
the following matters is earnestly looked for — 

(a) Exemption from income-tax of Government securities held by 
the co-operative societies including the cential banks; and 

(h) exemption of fees (or at least reduction of the amount of fees) 
on money remitted through the post office. 

Question 7A« — (/) Granting cyf loans to individual members is not 
considered desirable, speaking generally having regard to the banking 
aspect of the societies, loans may in fit (‘ases be granted to depositors 
as against deposits in central hanks with stipulation to pay interest 
half-yearly whicli may be set off against the amount of interest payable 
half-yearly by the bank on the deposit. Such an arrangement may 
attract deiK>sits. 

(ii) I'lie present restrictions on investment of funds ensure to the 
good name of co-operative societies, and if any relaxation is to be made 
it must be in cases of investments equally substantial and in no way 
speculative. 

(///) Current a('count between co-operative banks and joint-stock 
banks (int hiding loan offices) up to a certain amount ought to be 
permitted. 

(iv) The intei-est of cooperative banks is not in essence antagonistic 
to that of the joint-sto< k banks. In the matter of interchange of money 
among various hands and in so far as banking work is concerned the 
two types of banks work pari passu. 

(v) The central banks do undertake banking business and they may 
do the ordinary Vianking business regarding remittances of money with- 
out infringing the provisions of the Act. 

Question 7B#— (0 The establishnient of co-operative societies in 
rural area has to a certain extent lowered the prevailing rate of interest 
on loans to agriculturists in my diatrict. It has at least standardized 
the rates and reduced them to some figure between 24 to 37A jam cent, 
on unsecured loans and between 18 to 24 i>er cent, on secured loans, 

(it) It may not be correct to say that any co-cjperative society within 
the area of operation of my bank has replaced the piofessional money- 
lender. It is a fact that many co-operative societies have ^‘freecE' (to 
use the word of common parlance) their members fixim the clutetves of 
ilie mahajan. 

(Hi) At present there is no external influence working against the 
rapid spread of co-operative banks in rural areas. Ignorance and 
illiteracy work from within against the rapid spread of such jnslitu- 

tions. 
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Ilf. MUrtf Lif ieorMaryf Bagerhat Bomparative 

Weaving Union, Ud., Ba()[^hat 

Part I. — Agricultural Credit and Credit Facilities for Small lifddrtries. 

Question 1 . — (i) Private money-lenders, ib) His landlord or land- 

lord’s men, (r) Rural co-operative societies. 

The above three are the only sources available to them and they 
approach one or other for all their necessities They i*ely more on class 
(6), though in more recent years this class if giving place to private 
money-lenders of his own class in many areasf The extraordinary rise 
in the price of rice and paddy has biought them enough ready money 
available for investment. 

(n) For small and unsecured loans the rate of Interest varies between 
18 to 25 per cent.. They are always short-term loans for one year or 
less. The rate has come down in recent years due to the accumulatiijii 
of money in the hands of the agricultural money-lenders and partly to 
the activities of rural co-operative societies. For longer tenns the rate 
of interest varies between 12 to 18 per cent. Land is really the only 
security accepted. In cases of usufructuaiy ^mortgages tlie rate of 
interest comes so high as 40 per cent, in some instan(‘es. Standing crop» 
are not offeied or accepted as wsecurity, but is usually considered as 
a possible means of realising money advanced bv way of temporary 
accommodation. 

The proportion between secured and unsecuied loans is 1:2. Ad- 
vances by landlords and by co-operative societies are almost always 
unsecured. 

(ill) Government takes a very insignifii ant part except in times of 
general famine when small loans are advanced. The Imperial Bank 
does not take any direct part, nor do the joint-stock banks. Co-opera- 
tive banks supply a small pniportion of the capital required. These aie 
increasing rapidly though the real extent of benefit is still very small. 
Indigenous banks and bankers are not known to exist here unless the 
landlords and men of his class are placed in this category. These play 
the most important part and advance money for temporary accommoda- 
tion and also give long-term loans. They are mo^e easily approachablia 
by the raiyat, and the raiyat’s credit is also known U} them. So there 
is mutual advantage. Professional money-lenders also supply a con- 
sklex’able amount of capital. They sometimes advance money and 
realise a fixed quantity of paddy for interest and principal. 

(r)(l) High rate of interest charged. (2) Insufficieney of capital 
due to shyness of investors. (3) Want of co-ordination among money- 
lenders of different places. (4) Want of joint-stock banks or their 
branches in ruraL areas. 

%—ii) Purchasers, locally called “beparis,’’ come "to the pro- 
duce ^rom Calcutta aud other important inland ports and make their 
purchases for cash down generally through local "dalals” or middle, 
mpn. 

Th« raiyat cannot wait for a better price because Jie has no roserre tn 
$im through. Ho has to pay tne rent, interest on loans, pet^ 
.liiiiiftlios, .etc. 



(it) This may be tried in selected centres where persons able to 
ma]|a|[e them may be available. An ordinary viUagre of, say, 100 
faniihes possessing 1,500 bighas of land among them would require 
a capital of at least Bs. 7, OCX) for the start. 

(tr) There are really no credit facilities. The i*aiyat is bound to 
dispose of his produce to the **bepari'' at once as he is iu W’ant. 
Co-operative societies should possess their own boats and carry the 
paddy to the best market for meeting the immediate necessity of the 
members. Money should also be advanced against tbe security of the 
remaining stock to meet immediate demands. 

(rf) Banks take no direct part in the internal trade in these parU 
of the country and do not finance it. The trade is almost wholly 
financed by private mahajans, who supply the <*apital and take a 
definite share of the jnofits. He is in effect a sleeping partner. In the 
simplest form an agreement is entered into by tbe working partner rvith 
his mahajan, a boat is usually hired by the former w ho may also furnish 
some capital, and the two form a typical exporting firm. The prodm^e 
is purchased directly from the raiyat and cairied to the most favour- 
able market or to Calcutta wdiere the big wholesalers and aratdars 
buy it outright for <*ush d(»w'n. Some of these mufassal wholesalers may 
of t'ourse get loans from banks though not on the security of their 
stock Tmt on tlie security of their general credit. 

iri){a) to ini) There is very little financial difficulty experienced 
in the trade. There is no doubt about the correctness of the view that 
the producer does not get even a decent value for his pro(lin*e. Tbe 
whole export trade of Calcutta is in the hands of a handful of big 
merchants who control the market. The entire body of traders from 
the raiyat to the aratdar should be organised to prevent and break the 
monopoly. 

Question 3« — (/) Paddy lands from Its. 150 to Ks. SOO per acre, and 
jute-grovving lands from Rs. -100 to Rs. OOt) per acre*. Apart from the 
re(‘ent economic causes which have sent up the price of land everywhere, 
the value of paddy land is going higher every year. The tendency of 
the bhadralog classes to invest in such lands lias also raises! their 
values very greatly, 

(it) Government auction realises about JIO per cent, and court sales 
about 50 per cent, of th<j real value which can always be realised in 
private sales. 

QumUm 4r— m) No, 

(ii) It is yet too early for forming any opinion. It has slightly 
improved their credit, by attracting investors, who formerly were shy 
of investing in land for being forced to live at the mercy of the landlords, 

(in) There will be no difficulty on that point as paddy lands even in 
small lots are sure to find ready buyers. 

QuastiOfl Br— (?) Agricultural indebtedness is always difficult to 
determine. For Bhulna the estimate will be roughly two crores of 
rupees. Estimate of two villages are given — (1) Village Chilla, in 
police-station Rainpal, being Khulna Collectorate Tauzi Nos. 1008 and 
1009, a village about 2,700 acres in area and inhabited by about 125 
agricultural families, total indebtedness is near about Bs. 15,000. ^2) 
Village Haldibunia, within the same police-station, pargana Hoglar 
area about l,10f) acres, population about 80 agricultural families, t^al 
indebtedness for this village is close upon Bs. 12,000, 
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(ti) (1) Enquiries at the landlord's sherista (provided the Income- 
tax Department does not get a clue). (2) Enquiries at the various 
registration offices. (3) Co-operative societies figures. (4) Enquiries 
through local agencies, e.g., village chaukidars. 

(in) (n) One-third of the total. 

(b) The balance on the floating security of all assets including crops. 
Pledge of specific aiticles is rare, 

(ir) It is not possible to find out the exact purpose of the loan. 
Want of education, reckless expenditure in time of plenty, and ])reviou8 
indebtedness are the (‘uuses of ninning into debts. Agricultural cala- 
mities, cattle-plague, etc., are also partly responsible foi indebtedness. 

(v) Greater portion is due to private maliajans and landholders, 

(vi) The increase was rapid till veiy late, though there has been 
some steadiness in recent years. 

(vri) and (vui) Nil, 

(la:) Kabulis as money-lenders in these parts have become rather 
rare. They c^ome as small traders, sell their merchandise on credit and 
realise the price with compound interest next year. 

(.r) Yes, any number. 

Criv) Except in years of famine, seeds are always stored by the agri- 
culturist. The only effef*five remedy is to teach the class tlie benefit 
of thrift. 

(»rv) Any thing between 50 to 100 per cent. 

Orvi) The most pi^evalent forai in this and the Jessore districts is 
to lend paddy in July or August, and to realise one-half the quantity 
as interest in Febinary. The raiyat, though fully aware of the ruinous 
state of his affairs, pays as iinieh as he can at this rate of interest, as 
he knows that he will have to approach the mahajan again the next 
year. 

(.rr//) Yes; but not necessarily for the enforcement of old debts. 

(.rriu) Generally not, because very often he has still a connection with 
the land as a bargadar or as a labourer. 

Question 6< — (/) It is not possible to give the number for the whole 
Province with any degree cf accuracy. Almost every village has one 
or more of these subsidiary industries including ove * and above those 
mentioned, poultry-fanning, fishing, etc. 

(n) According to local needs and circumstances, weaving, poultry- 
farming, dairying, silk-rearing, fish culture and cane-indiistiy may be. 
Buccessfully taken up. 

By providing better and cheaper transport facilities, supplying infor- 
mation regarding markets, and by pooling scattered resources. 

(in) According to local needs poultry-farming, weaving, dairying, 
silk-rearing, fish culture and cane-industrj^ mav be successfully taken 
up. 

(iv) and (r) State help at first. A successful business will attract 
capital fmm outside afterwaixls. Ooverninent should set apart at least 
fifteen lakhs of rupees for five years. The money may be distributed 
ihlroUL^h suitable agencies, e.g., the District Boards, and maj^ be i*e- 
coveted by easy instalments. 
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^WSttOfl 6A.-~(^) By issue of shares to the public at first and by 
raisiag* loans against fixed stock or on the personal security of the 
managing authorities. All infant industries thus sufter a great deal 
from want of capital and some die a prematuie death. 

(ii) (a) Long-term loans at first fi‘ee of interest and then at a rate 
of interest not exceeding 4 per cent. 1 7 ^) Supply of machinery on the 
hire-purchase system on the guarantee of the Goveniment, (c) Provi- 
sion of experts, both technical and mechanical, (d) Opening up faci- 
lities for supply of raw materials directly from tlie producer. 

QllOStion 6B> — (/) Daj-labourers, small traders, etc., have very small 
credit. They can and usually do get their daily supplies frotn the 
bazar shop-keepers on credit, during the season of scarcity. Otherwise 
they depend upon private mahajans. Service-holders and middle class 
gentlemen enjoy a greater scope and can get loans from the many joint- 
stock banhs (loan companies). In fact they form the majority of the 
clients of these banks. 

(ii) Rate of interest generally depend ui)on tbe U!nount taken; the 
higher the amount the lesser the interest, and also on the nature of 
security. Purposes of loans are: maiTiages of daughters, illncvss in 
the family, investing in landed property, and oca^asionally for business. 
Unsecured loans carry interest neaidy 15 per cent, higher. 

(iii) Only the last two are of any extensive use. 

(rr) On the increase. The class is almost ruined. 

Question 7At — (/) Certainly; but at first only to depositors on tbe 
security of their deposits. 

(//) Xot necessary. 

(///) Yes. Surplus funds should be utilised ff)r mutual benefit. 

(iv) The relationship is one of armed neutrality, ami the assistance 
rendered is nil. 

(v) They have a very limited scope. Their transactions are confined 
to the Provincial Co-<ii)erative Bank, Ltd., only. 

Question 7B. — (/) There has been a general fall off in the rate of 
interest in rural areas liaving co-operative societies. 

(ii) There is still unlimited scope for money-lenijprs. They have, 
however, been displaced from a few villages. 

(iii) Want ot mutual trust, and sense of responsibility, due to want 
of education, and failure to attract sub.stantial men of the village. 


Part I A. — Loan Offices and Joint-Stock Banks in the MufassaJ. 
Question (a) Seven. (6) Three, (r) Nil. 

Question 2m — (a) Proportion varies between 1^ to 10 per cent, (b) 2 
per cent, (c) Such deposits are very small and not always accepted, (d) 
75 to 80 per cent, (e) 10 to 20 per cent. 

Question 3. — d) 4 to 8 per cent, (ii) Four years. 

Question 4« — (a) Almost nil (b) 50 per cent, (c) 2 per cent, (d) 40 
per cent, (e) 5 to 8 per cent. (/) Very little. 
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QUMtion 9* — (i) Generally t|iere is no limited period. Interest 
varies between 7 per cenjk to 18 per cent. 

(it) Compound intei-est is always calculated, but in the case of a 
good client is not realised. 

(iti) No. 

(tv) Generally not. 

QuastlOtl •• — (i) No. Very rarely substantial farmers having some 
influence at the district or subdivisional headquai’ters may be able to get 
loans. 

(it) No. They should serve commercial and urban interests. 

Quastion 7. — (/) Usually not. Recently some banks are undertaking 
commercial banking on a small scale. 

Qusstion 9m— (i) The necessity of having a substantial reserve is 
being appreciated recently, and a small reserve fund is now separately 
invested in other banks or in Government securities, shares, etc. . 

QuMtion 0. — (i) Ordinary indigenoxis system. The books maintained 
are : cash book, loan ledgers of different kinds, deposit ledgers, etc. 

(ii) Not absolutely necessary as the system is practically unifoiiu. 

Question 10 . — They ought to be federated. 

Question 11 . — By educating the authorities in time commercial bank- 
ing. 

Question 12 . — Yes. Policy of investing in land of middle classes, 
want of experience and knowledge of commeifial banking, and defective 
management. 
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Mr. Umesh Chandra Chakrabartty, Seoretary, Coalundo CoH>perative 
Central Bank, Limited, P.O. Rajbari (Faridpur). 

Part I.— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. Sr) They take loan from co-operative village societies, 
from loan offices and professional money-lenders. 

(it) The rates of interest charged in this subdivision in respect of 
advani'e? are 15 per cent, per annum from co-operative village 
soodeties, 12 to 37^ per cent, per annum fi-om loan offices and money- 
lenders fimra the co-operative village societies they take loan for up 
to 3 years at the rate of 15 per cent, per annum, ^'rom the loan offices 
and money-lenders up to 6 years, from 12 to 24 per cent, per annum 
and on mortgage of lauded properties and by pledge and from 24 to 
37^ per cent, per annum by pro-notes and bonds up to the period of 3 
years.. The security of standing crops is pot accepted generally here. 

About 75 per cent, of loans may be called secured loans, and 2b per 
cent, unsecured loans. 

(fi^ After establishment of the co-operative societies the Govern- 
does not generally finance the agriculturist by agricultural loans. 
The imperial Bank of Inflip floes not give any such loan here. 



)(,»») It 19 difficult to give the total amount of capital required 
for the various purposes stated above- in this Ittbdivision but oa rough 
calculation it will be about Rs. 50 lakhs. 

(v) The defects in the present system of financing agriculture in 
the co-operative societies are tne following: — 

About jfinanctnff . — As soon as the loan is required, the nienibers of 
the co-operative societies intimate it to the office liearers of the village 
societies, the office bearers convene meeting and decide to give them 
loan and to take the loan from the Central Bank office. They apply to 
the Central Bank office. The Central Bank office sends the application 
to the area supervisor for enquiry and rejjort, the area supervisor then 
enquires and sends their report and then the petition is put up to the 
next meeting. After the sanction of the loan in the meeting, the matter 
is intimated to the society and then they take loan from the Central 
Bank. This procedure takes about a month’s time, and the delay 
defeats the object of the loan. In my opinion cash credit to some good 
societies is to be sanctioned by the Board of Directors in the Central 
Bank, so that the office bearers may easily take loan from the Central 
Bank without such delay. 

About renlimtion of loan . — There is no prompt procedure for the 
realisation of loan fiom a bad member of a good society. The dispute 
takes not less 6 months for decision for the realisation of loan. 
Moreover, the office bearers do not like to execute the dispute decree 
easily. A prompt certificate proi'edure may be laid down for the reali- 
Bation of loan from a bad member of a good village society. 

Question 2 , (cm) The internal remittances are made only by postal 
money order and insurance. 

(.r) No negotiable instrument is used in the internal trade of this 
subdivision. 

(.r/) The more extensiv’e use of bills is necessary. 

(.rii) In this subdivision hundis are not in use. 

Question 3> In this subdivision the value of jute land is generally 
Rs. 40 to Rs. 50 per bigha and that of paddy land Rs. 20 to Rs. 50 
per bigha. 

Quostion 4. (i) Previous to the amended Bengal Tenancy Act, the 
agriculturist had no right to mortgage the agricultural holdings. 

(ii) Under the amended Bengal Tenancy Act, the agriculturists can 
mortgage and sell their holdings. 

(iv) In this subdivision there is no land mortgage bank, but the 
local loan offices finance the agriculturist on mortgage in some cases. 

(v) They raise capital by share capital and deposits. 

(-at) Ijand mortgage samity may be established here. It may finance 
the agriculturist keeping their land in mortgage upto 1/3 of the value 
of land, and the rent of landlord to be paid by the society. 

(viii) The working capital of the proposed mortgaged bank should 
be derived largely from-^ 

(a) share capital, 

(h) deposits, and 

(c) funds from central institution. 
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(xi) The agricultural mortgage banks should raise money: — 
with Government guarantee at 3 to 4^ per cent, per annum, 

without Government guarantee at 3| per cent, to 6 per cent, per 
annum, 

and they should lend out money at 9| per cent, to lOJ per cent, per 
annum. 

Quostion 5. (?) The existing indebtedness may be estimated at fifty 
lakhs of rupees. 

(hi) (a) The amount of debt with land as security (which is in the 
form of a registered mortgage) may be estimated to be 20 per cent, of 
whole indebtedness. 

(iv) The purposes for which the debt was incurred were the follow- 
ing— 

(а) repayment of earlier debts, 

(б) marriage and other social occasions, * 

(c) litigation, 

(<Z) repayment of rent, 

(e) growth of the debt by compound interest, interest not having 
been paid, and 
(/) cattle and seeds. 

(r) Debt is largely due to loan offices, co-operative societies and 
nrofessional money-lenders. 

(vi) Agricultural indebtedness in this subdivision is increasing. 

(t.c) Itinerant money-lenders are found here with highest rate of 
interest such as 60 to 96 per cent, per annum but they are very small 
in number here and they lend very small amounts. 

(tiv) By starting of co-operative golas the raiyats can get loan of 
seeds and paddy for their needs in normal times. 

Question 8B. (t) Day labourers, fishermen, small traders, service- 
holders and middle class gentlemen generally take loan from loan 
offices, piofessional money-lenders and co-operative societies. 

(ii) They take loans for family maintenance, for marriages. 

(Hi) They take loans for funerals, for payment of old debts, etc., at 
the rate of 24 to 37 J per cent, and from co-operative ’societies 15 per 
cent., and by pledge and mortgage at 12 per cent, from the professional 
money-lenders and loan offiices. 

(tv) The indebtedness among these classes is generally on the 
increase. 

S instion 7A. (i) It is desirable that co-operative central banks 
d be permitted to grant loans to individual members and depositors. 

(itj It is desirable to enlarge the scope for the investment of funds 
of co-operative societies and to relax the restriction contained in section 
32 of the Act, 

QiNKtion 7B. The rate of iutei’est charged by professional money- 
lenders and loan offices has been reduced to some extent. 



655 


Part IA,« — Lom Offiees anil Joint Stock Banks in the Mufassal. 

Qinttion I. In this subdi^'ision there is only one office and their 
working capital is about 2 lakhs to 4 lakhs of rupees. 

Quostion 2i They keep very small amount in the reserve fund. 

Part II. — Indigenous Banking. 

None here. 

Part III.— Investment Habit and Attraction of Capital. 

Question 1. (?) The existing banking resoui-ces in this subdivision 
are the deposits of the individual members. 

{Hi) Suvmg deposits are accepted at the rate of interest of 3} per 
cent. 

Question 2. (?) Postal Cash Certificates are very popular in this 

subdivision. 

(in) Savings Banks afford all possible facilities to a certain extent 
to the small depositors. 

(iv) The service-holders generally keep money in the Savings Bank. 
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Mr. Bagalapada Banerjee, Honorary Secretary, Suri Friends* Union 
Co4>perative Bank, Suri (Birbhum). 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question I. — (i) (a) The agriculturist obtains .short-term loans at 
high late for cultivation expenses from private money-lenders who 
sometimes happen to be middlemen or landlords. Co-operative Banks 
play some, though a small, part. Mill-owners or collecting organisations 
advance short-term loans and purchase paddy in setting off their dues. 

(6) Credit for improvement of land has to be long-term and is 
hardly available to small owmers. Co-operative banks advance long- 
term loans but the amount thus made available is negligible. 

(c) For special needs loans are to be conti-atded from professional 
lenders against security of lands. In extreme cases land is absolutely 
transferred. 

(ii) Rate charged by private mahajans is 18 to !W) per cent, per 
annum. The period stipulated is usually short and security offered 
and accepted is land by way of mortgage. But repayment is seldom, 
if ever made, within time and mortgages are usually foreclosed after 
the liability^ has sufficiently increased to make it impossible for the 
borrower to clear it. Thus small-owner borrowers are gradually becom- 
ing landless. Collecting firms, etc., advance unsecured loans where 
the prospective produce is the implied security and is purchased after 
the harvest as set off at a price which they impose. 
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Secured debts amou nt jo three-fourths of the, total debts in this part 
of the country. ‘ 

(mi) Co-Operative banks andi professional lenders and dealers (collect- 
ing firms, etc.) play some part as indicated already. The Gkyt w a i attt, 
the Imperial Bank or the joint stock banks play little or no part in 
agricultural finance. 

(iv) The principle defect is that capital is shy and unorganised. 
Easy credit, short-term for cultivation purposes and long-term for 
improvement of land or marketing, is not available. The mahajan’s 
and the collecting firm’s rates are high; the latter’s term being unusually 
short. 

Collecting firms etc., who play the part of creditors, rule the price, 
at which they puwhase the produce. There is a large number of 
intermediaries between the producer and the person who brings the 
commodity to the point of export or consumption. 

To remedy these, capital should be organised and investments 
attracted; long-term credit should be made available by establishment 
of credit institutions; market system should be bettered and selling 
conducted on co-operative lines. Number of intermediaries intercept- 
ing the profit will be diminished, but if still found neces.sary, legal 
measures should be devised to discourage their existence. 

^UOStiofi 2> — (i) Small producers sell their produce in or about the 
village. Cost of movement to the market will be out of proportion to 
the amount of produce. Price obtained in or near the place of pro- 
duction is much lower than the full market rate and the supplier is at 
a perpetual disadvantage as against his possible buyers. 

In cases where the producers had advances from collecting firms, 
etc., or their agents or independent iniddlenien, the crop is sold soon 
after harvest to these creditors who dictate the price and intercept the 
profit. 

Poverty and indebtedness render producers incapable of holding 
Hrp their crops. After the crops ore grown they have to be sold before 
the next harvest and this must be done whatever the rate. 

(n) Co-<merative sale societies are worth organising. Given educa- 
tion and efficient management, pools may be successfully formed and 
selling done on co-operative lines. In forming pools and sale societies 
capital has to come from sale of shares, but credit has to be obtained 
from co-operative central banks. Arrangements are to be made so 
that the producers may hold u^ their produce in such pools or societies 
and obtain credit from them till a suitable market is found. 

(Hi) There is a co-operative paddy sale society at Metala in the 
Sadar 8ubdivi.sion. There may be one or two others. The capital is 
obtained from shares and loans from co-operative central baink. The 
Metala Society, as far as I know, does not function ; it hag dione little 
or no business. - 

.4|iMKtiWl 4c^(t) In the case of Sonthals there is le^^al impediment 
.under the Bengal Tenancy Act, for Collector’s permission is necessary 
hsfore land can be mortgaged. Besides, the am^ded Bengal Tenancy 
Act has abolished usufructuary mortgages except absolute ones. 

(it) The am^ded Bengal Tenancy Act^ in so far as it has given 
right of aUenatiou to the tenant agriculturist, has infiuehced his credit 
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iav^ttrably . Bui the zemiudar’s fee having %pen made payable at 
the time of registration stands in the iray of the tmnsferor'a getting 
the value which he was previously getting; in this respect the agri- 
culturist's credit has been adversely influenced, 

(m) If the agriculturist is to obtain ciedit from long-tenn credit 
institution it will have to be on security of land. Fragmentation makes 
it difficult to assess valuation and to watch if the security is deteriorat- 
ing. Then again, improvement is moie expensive if holdings are 
fragmentary. 

No, ex<^ept co-oj>erative central banks in so far as they give 
long-term credit. 

{vi) Agricultural banks on co-operative lines are suggested. They 
should accept deposits for fixed periods and advance credit against the 
security of land. They might also extend credit to sale societies on 
the security of stock in store. They may also buy and sell genuine 
bills payable in India and having a maturity not more than 90 days. 

(vn) (b) I]lal>orate and expensive process of litigatioii and execu- 
tion should be done away with, the proposed agricultural banks should 
be given the right to foreclose mortgages and apply to the District 
Collectors for certificates which being granted mortgaged properties 
should be publicly sold and the bank’s dues realised. 

(c) Abolition of costs of reference and education of those of regis- 
tration are suggCvSted. 

(viii) The working capital should be derived largely from debenture 
bonds. 

(i\t) Debenture bonds should carry Government guarantee both for 
princijml and interest, 

(«r) A Government expert, assisted, if necessaiy, by a technical staff, 
will have control over the banks business and will examine applicnticms 
for credit and the ])urpose for which it’ is sought and the security 
voffered. No loan shall lie granted if objected to by this expert. 
Amount of c'redit allowed and tlie period and the rate of interest shall 
depend on his rec^ommendation. Auditors shall be appointed by 
Government and a eess charged for this. Rate of interest on loans 
shall certainly be lugher than the deposit rates and the debenture bond 
rate. A portion of the excess, not more than 25 per cent., shall be 
retained by the banks while the rest of tlm excess shall be held by the 
Government as a separate reserve or a set off against possible Govern* 
ment loss. 

(a^i) Interest of guaranteed debenture bonds should be 5 per cent. 
Deposit rates should approximate to those of nearest co-operative central 
banks. 

Question & — (vi) Yes. It is increasing. 

(vii) Very inadequately. 

(inn) If the enquiry which has to be made into applications for 
loans is conducted by Government employees wdth expedition, opera- 
tions of these Acts would be prompt and helpful. 

(ir) Kabulis are familiar figures in this part of, the. country. 
TIsuaily, they lend small amounts at rates as high as 2 annas per 
rupee per month (150 per cent, per annum). They realist ' interest 
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•Tejy practising znloomf it netjgsw^y, and let the 

remidii ^unaatisfieu. . 

(xi) The Act is opeimti'we in cases which come before courts. The 
yast majority of private transactions never come before courts, A 
legal provision embodied in the Act to the effect that a creditor shall 
not get a decree for more than twice the principal irrespective of the 
stipiuated rate of interest and period for which the debt remains un- 
satisfied would prevent accumulation and afford relief to debtors 
generally. 

A standard should be laid down which the courts should follow in 
secured and unsecured debts. 

A legal maximum should be fixed, exaction of higher rates than 
which should be a cognixable offence. 

(xti) In secured debts courts usually allow stipulated rates. Com- 
pound interest even if stipulated, is not allowed. ' 

{xiii) In some cases the Act is evaded by taking a bond for a larger 
amount than actually advanced. 

{aiv) Seeds and paddy for normal needs may be advanced by co- 
operative village societies who will be repaid after the next harvest, 
or in exceptional cases, after the harvest after next. 

(«r) Paddy loan rate is 50 per cent. It may be pointed out that 
paddy loans are taken in Sraban and Bhadra and repaid in Poush or 
Magh. Per annum, therefore, the rate is over 100 per cent, 

(avi) In some places if paddy loans remain unpaid after the harvest 
interest is added to the principal and thus compound rate is charged. 
Interest is paid aud received in kind. 

(xvii) Tes. 

{xviii) It does. 

QmsIiMl Ml* (t) These people borrow from private lenders. Some 
ini^le class people and small traders, service-holders included, who 
live at Suri (headquarter of the district) obtain loans from the newly 
started co-operative urban bank (Suri Friends* tinion Co-operative 
IhbBk, Ltd.). 

(*») The mahajan’s rate is betw'een 18 to 30 per cent, per anutvimr 
higher for unsecured and lower for secured debts. The Co-opeiative 
Urban Bank rate is ^ per cent, per annum. Purposes for which loans 
are taken cover a variety of subjects, such as marriage of wards, 
medical expenses, payment of other debts, financing busineis f though 
seldom). 

(m) Thd Government (excepting in cases of loans frOni provident 
funds) or joint stock banks of which there are none hera, rendbr no> 
help to day-lahourei^ small tinders, servicn-holders and mi^le olam 
l^n. The (K>-operative ^urbsm hank already referred to, hisAoing 
iiling. It is the mahajans witik timir high interest rates exhehdi 
credit io these i^ple generaHy. 

Bs^nsimt of co-operative urban banhs will perhi^ W Imlpfni- . 
(|v) Indehtedaesa w increasiiig. 
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7 < — (t) As far as I Jotow no nifttion exists between' c^- 
ppotMt^Ke banks 'and the ..other banks exceptii% the Iti^r|{!il Bank of 
India. The relation between the Imperial Bank and Ino^eo^peratite 
banks is confined to the nnangement according to which the former 
'under certain conditions grants cash credits to the latter. 

(it) To my mind co-operative societies do not as a rule experience 
financial difficulties. There may be need for more money and credit 
for these banks in future when people begin to take fuller advantage 
of the co-operative movement. 

(ir) There are no joint stock banks or branches of Imperial Bank 
or loan offices in this district. 

(vi) I am in favour of granting such concessions as exemption from 
ittc<nne-tax, reduction of fees on money remitted through post offii'es, 
anti the bestowal of the right to genuine (and properly functioning) 
societies of realisation of dues by the certificate procedure. Reduction 
ttl audit cess fees is also recommended. 

QlMSttiMi 7A. — (i) Co-operative central banks should not assume a 
hybrid character by advancing loans to individuals and thus compete 
with co-operative urban banks. Loans to individuals should bo 
advanced by urban bank.s where amounts required are not very heavy. 
For larger loans individual should turn to agricultuial banks catering 
to the needs of people requiring long-term credit against security (which 
will usually be land). 

(ii) The scope of investment of co-operative societies should not 
be extended. The restrictions imposed by section of the Act go a 
great way towards ensuring safety and attracting investment. Co- 
operative societies are at piesent less popular than they should be and 
the abolition or relaxation of the limits mentioned in section ■i2 would 
perhaps impair the growth of the movement. 

(in) No. 

r tion 7Bi — (i) The effect has been very little, at least not appre- 

(ii) Mahajans have not been replaced to any visible extent. I am 
afraid in some cases panchait members (directors) or village societies 
play the part of private lenders with the money borrowed from the 
Central Bank. They therefore constitute so many additional private 
lenders. 

(iii) The main factors are — ^(a) lack of sense of duty, (6) want of 
nppreeiatiion of benefits of co-operative oraanisations, which is attri- 
butable to want of education and proverbial conservatism, (c) absence 
of actual educative propaganda amongst the masses, and (d) existence 
of a very large number of bad co-operative societies standing the way 
pi the, c<w>perative movement becoming popular. Futility of these 
tpcieties is interj^eted by the uninstruct^ as inefficacy of co-operative 
^^ho^. diocieties should not be organised where on account of hick 
p| hpceesiry enthusiasm on education and intelligence there is' iio 
resMpnable .chance of success. Ffforts should be directed to piwpare the 
ground by educational propaganda. Bad societies should 1^ quickly 



liquidated. That would save a lot bf time and money which Govern^ 
ment officer# miKht better utilise in propaganda work. In short, quali^ 
•hould Ite aimed at and not quantity. 


Part III.— 'Invastnimt Habit and Attraction of Capital. 

. Question 1. — (m) The Government securities and other well-known 
securities and debenture bonds and Postal Cash Certificates attract 
investment. Amongst institutions may be mentioned banks accepting 
deposits of which the co-operative central and urban banks are the only 
ones in the district, and the Post Office Savings Bank. 

{iv) No. 

(v) These facilities may be improved and extended. There should 
be savings bank in all post offices including branch offices. Co-opera- 
tive central urban banks should attract investment by adopting endow- 
ment schemes under which small monthly payments for a number of 
years would entitle the investor to a lump sum on maturity. Buies in 
this connection should be framed so that without covering the. risk of 
life the scheme may be attractive both for purposes of savings and 
investment. (The Suri Friends’ ITnion Co-operative Bank, Ltd., has 
adopted a scheme like this.) 

Question 2. — (»’) Postal Cash Certificates are not popular in the 
distritit. Number of people in villages who know much about the 
certificates is small. Better advertisement in the interior and arrange- 
ments for selling them through Government Circle Officers in every 
union board office will attract more investors. 

(ii) If possible, the original i-ates may be re-adopted (i.e., Rs. 7-8 
for a certificate instead of Rs. 7-12). Further, some interest should be 
allowed in <?ase a certificate is cashed within one year. This rate may 
be the same as that of the Postal Savings Bank. 

(Hi) The Postal Savings Banks afford facilities to the investors in 
arid near towns. Then again the low late of interest renders them 
rather unattractive. Postal Savings Banks are few and far between. 
A bank does not attract investors living at a great distance from it. 

(t'e) It is only the educated middle class in and near towns, 
including service-holders, who resort to I’oat Office Savings Bank. 

Question 4. — (/) The cheque habit is growing though very slowly. 

(f{) Abolition of stamp duty has been helpful in promoting this 
habit, 

(in) Highly paid service-holders, merchants and traders in big 
centres and rich and middle class people having bank accounts, and 
big land-owners are the only people amongst whom the cheque habit has 
grown to some, extent. 

Acceptance of current deposit by all the co-operative central banks 
and by those urban banks who find it possible to manage it will promote 
this habit.. Government emiiloyees as also those under the District 
and Local Boards and municipalities and banks above Rs. 100 shotdd 
be paid by cheques. 
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Mr* tar^pHKla Mazuimifiir, Secretary, Kushtia Co-op^rAtive Bank, Ltd., 

Kushtia (Nadia). 

Part I. — Agricultural credit and credit facilities for small industries. 

Question 1 . (i) (a) Practically speaking there is no system prevail- 

ing in the district for financing the agriculturists for expenses during 
cultivation, 

(b) and (c) The above answer miitatu mulandis applies. 

(it) The private money-lenders advance money at their discretion, 
but the rates of interest are exorbitant: 37^ per cent, per annum or 
half anna per rupee per month with annual rest is the prevailing rate. 
But in case of secured debts, where the security is more than adequate 
and the amount is large, say Rs. 500 or above, the rate varies from 18 
tc 30 per cent, per annum, the due date is fixed in the generality of 
cases in the month of Chaitra and in some cases Aswin also. 

The nature of the security given and accepted is immovable property, 
consisting of jamai land of the borrowing agriculturist, who has right of 
occupancy therein. No money is generally advanced on the security 
of standing crops. 

In my opinion the proportion of secured and unsecured loans is in 
the proportion of 3 to 1. . 

{in) Neither the Government nor the Imperial Bank of India nor 
Joint Stock Banks have any dealings with the agriculturist of the 
country in matters of granting loans for agricultural purposes. The 
co-operative banks have certainly such dealings in cases where the agri- 
culturists of particular villages, or a particular defined section of a 
village when it is large, form themselves into societies under Co-operative 
Societies’ Act. There are no indigenous banks or bankers for the pur- 
pose. Professional money-lenders advance money at an exorbitant rate 
of interest. Merchants and dealers in some cases advance money, when 
the agriculturist is a jute-grower, on promise of repayment by supply 
of the jute grown. There are no organisation giving credit to the agri- 
culturists. 

(iv) In the subdivision of Kushtia a capital of rupees 50 lacs approxi- 
mately will be required for the above purposes. 

(v) There is no system worth the name of financing agriculturists; 
hence it is difficult to anticipate the defects which will arise in ca.se 
such system is introduced. In co-operative banks where the system is 
growing up by leaps and bounds, there is difficulty in realisation because 
the system of security is not enforced. A system may be introduced for 
advancing money on the seciirity of crops, but it will be difficult for 
enforcing repayment by individual agriculturist. Prompt certificate 
procedure is deemed to be a partial remedy in .this matter. 

(vi) The question does not arise in view of the existing circumstances 
in the above answers. In the co-operative banks the co-ordination of 
the Government will be of immense valiie. If Government timely 
advances money to such banks as occasion requires, the agriculture of 
the country will certainly improve. Other credit agencies, viz.. Loan 
Companies incorporated under the Indian Companies Act sometimes 
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i|tyeBt tbeir reserre fund in cooperative banks. If tbey invest tbeir 
iufpluB inoney in cooperative banks for agricultural improvement, (x>ndi« 
tions will certainly improve. 

Qutttion 2* (i) The method employed in this district for.jmurket- 

ing principal crops, namely, jute, gram, kalai, matar, paddy or otber 
country goods, is through “f arias” who purchase those commoditifef in 
villages from the producing raiyats. The producer is not in a position 
tc- hold up his crop for better price. This is due to his indigent circum- 
stances. 

(it) Forming pools is possible only by co-operative efforts. Thi^, 
requires primarily education amongst the raiyats. The task should”%e 
left to the co-operative banks which may improve the situation by mro- 
paganda work. They should start supply and sale societies is ^nich 
the cultivators should he share-holders. The«e sale and supply so<^lltiea 
may retain the produce in stock for better market if supported by Gov- 
ernment. 

(iit) In the district of Nadia there is one such Sale and Supply Society 
at Alamdanga Bazar in the Chuadanga subdivision. This society is 
linked to the Bengal Provimsial Co-operative Bank, Ltd., Calcutta, and 
is financed by the said Bank at the recommendation of the llegi||tj^««of 
Co-operative Societies. The said society has practically no fumls of its 
own and hence it cannot go on xmless financed by the aforesaid Bank. 

(iv) It will be of great benefit to the producers if credit facilities be 
organised for the financing* of products during marketing. Whenever 
the raiyat puts his produce in the custody of Gie iiurchaser, he should 
receive an advance at the then market rate against tlie produce stored. At 
present aratdars make such advances against tlie prodxice delivered for 
sale through their “arats” to the extent of almost three-fourths of the 
market value thereof. 

(v) In foreign trade there is the organization of Bills of Exchange 
to facilitate the import and export of commodities and the Exchange 
Banks advance money on the security of the bills of lading, etc. But in 
the inland trade there are practi<!ally no such facilities except the part- 
advance made by the aratdars as described above. The complications 
of the foreign exchange do not arise. Only provisions are to be made 
for remittances of money for commodities purchased. Rupees and 
currency notes are sent from the port towns and commercial centres for 
payment to the cultivators. The shroff or mahajan and banking houses 
finance this trade and remittances are made through the instrumentality 
of bills or hnndis. 

(vi) (a) The cultivator sells his stuff to a “bepari” or petty dealer 
who has received advances from a mahajan or aratdar. The latter sells 
to the representative of a large exporting firm or mill and prices are 
regulated by the conditions of market, external and internal. The only 
bankei-8 through whose help the whole of this process is carried are the 
aratdars or mahajans who are also merchants themselves. Hardly any 
very appreciable part is 'played by any other banking organisation. 

(h) In the reverse process the importers of the foreign commodities 
make these over to the selling agents stationed at the important centres 
and they in their turn pass off those goods to the dealers in the mufassal- 
Thus the goods gradually find their way to the consumers. Facilities 

finance are conspicuous by their absence. The whole affair is 
managed by a graduated system of credit, as for instance, the importers 
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allotr the agents two months* credit, the agent in his turn alloWa the 
in^liesal dealer one month’s credit, and so on. Only at the top there 
is ^ :^^mahajan” banker who pays oiff the exporter from whom the goo^ 
originally emanate. 

(t;i) (a) The abovementioned middlemen by exacting exorbitant 
rUtes Wt their work generally carve out a good slice of the profits of the 
tr%de and thus deprive both the consumers and producers of a lot ot 
what is due to them. But this necessary evil assumes threatening pro- 
portions at times when these people leave their accustomed vocation 
and take to speculating. The abrupt rise and fall in prices that 
occasionally punctuate the even tenor of trade in this ^country is 
- ijrimarily due to these people. This evil can be remedied by establish- 
litg a net-work of banks conducted on sounder principles to facilitate 
these movements of commodities, inward and outward. 

th) As mentioned above, there are a number of middlemen inter- 
' vehiiig between tlie Indian raw material producer and the foreign 
consumer. Producers are poor, ignorant and unorganized and cannot 
make the best of what they have to offer for sale. The cream of the 
trade is carried away by the middlemen and the cultivator has to be 
content with what he is paid. Compared to them these middlemen are 
in an infinitely stronger position and usually dictate the price. For 
inikaiice, the grower of jute, in the mufassal seldom gels in a normal 
year more than Rs. 7 or Rs. 8 per maund, whereas at the final port of 
shipping the price rules at five or six times as much. Elimination of 
the mixldlemen has giown to l>e the urgent problem of the <lay. Co- 
operative sale and purchase are being established in a few places and in 
that direction lies salvation. The producers have to organize themselves 
into selling agencies preferably on the co-operative principle. 

(vii) As far as jute is concerned, the ultimate buyers who are the 
big firms of balers or mills enjoy almost a position of monopoly and it 
is to their interest to prevent the establishment of Inlaud-trade Financing 
Banks whicli are sure to provide the pjoducers with better bargaining 
sti*eng*th. Certainly it is one of the causes of the present lack of banking 
facilities for the movement of trade. Want of definite standard oi 
quality does not count much, since a rough standardisation by an 
authoritative agency or department can obviate the difficulty. More- 
over, this want of standards of quality in respect of raw produce is not 
peculiar to India alone. 

(vui) The internal remittances are usually made through the postal 
agencies, t.e., per insurance and money-orders. With the rise of the 
modern joint stock banks and the Imperial Bank with branches in the 
mufassal remittances are often made through cheques. There are also 
indigenous banking houses which play an important part in the 
internal finance of the country. They accommodate small traders and 
producers whom the big banks cannot reach. Their hundi drafts are 
easily available and remittance can be most conveniently effected in 
the absence of other banking facilities. 

(ir) Postal remittances are rather too costly for purposes of trade 
and large amounts are seldom remitted through that agency. The hundi 
system has the sanction of a lengthy past, Wt is not unoften that the 
speculative vagary of a single mahajan launches a host of small traders 
^ ruin. The best way out would be the establishment of a network of 
banks and branches. That will result in effecting a surer and steadier 
basis of money-remittance within the country. 
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(a) Negotiable instmments, vi*., drafts and hundis, play not im 
unimportant part in financing the inland trade as set forth above. 
Practically speaking, they constitute the only form in which the inland 
trade nets help froin the indigenous banks [rule answer to Ques* 
tion 2 O’).] 

(.Ti) So long as there are no adequate provisions for setting up banks 
to finance the internal trade effectively, anything calculated to extend 
the use of these bills or hundis will be of help to the movement of trade. 
A reduction of duty on them is likely to inauce the people to use them 
more extensively. 

(irh) Ordinarily there are two classes of hundis used in these 
localities — (a) simple drafts used for purpos^ of remittance; (b) the 
trade bills used for purposes of financing trade. 

(.tin) It is rather difficult to hazard an ojiinion on it* still the likely 
vent is that introduction of standardised forms on stamped paper may 
facilitate ihair use. 

(xi’) They are not discounted here, usually they are sent over to 
Calcutta for the piiipose. 

(.nn) No. The only thing that can be suggested is the establishment 
of banks for the purpose. 

(rvit) In this locality the ordinary system is that the “beparies” 
approach the producers, collect the produces and stock them with the 
aratdars. The area covered is not very extensive. In cases where the 
goods are sent by railway consignment, the aratdar advances money 
on the railway receipt. 

(.nui/) The consignment of goods through steamer is practically 
non-existent in this locality and it is not within my experience whether 
diffictiHies arise in the connection. 

(.n.r) The system of the licensed warehouses is a welcome change. 
By establishing such warehouses, at least one set of middlemen, viz., 
the aratdars can be eliminated. The produce can be furnished with a 
certificate of the stock that he deposits with the warehouse and he can 
raise further money on the basis of that. 

(.r.r) Certainly, Government help is the only thing that can materially 
solve the problem. If anything is to be done, it will have to be done 
on a large scale and that is impossible except under the direct guidance 
and assistance of the Government. In fact, the Government will have 
to take the initiative if the desideratum is to be achieved. 

Question 3> (?) In the Kumarkhali thana of the Kushtia subdivi- 

sion, the value of the land generally varies from Rs. 450 to Rs. 600 per 
acre according to the quality of the land, jute-growing lands fetching 
the highest value. Then come the Kushtia, Mirpur and Bheramara 
thanas where the value of the land is generally from Rs. 150 to Rs. 450 

S er acre; the price varying according to the quality of the land. In 
^ laulatpur thana the value varies from Rs. 60 to Rs. 150 per acre accord- 
ing to quality, jute-growing land fetching better price. The value of 
the lakheraj lands are a little higher. The above price holds good in 
the case of khas lands. 

(it) Properly speaking, quality of land is the most important factor 
which determines the value. The price varies also according to demand 
for the same as also to the circumstances of the people of the locality. 

{it) (a) In Got’erninent revenue sales, only the proprietary or tha 
maliki right is sold and generally such sale does not fetch proper value. 



(5) In court sale, lands are sold at a little less than proper value. 

■ (4) In volunta^ sales, the lands fetch their proper value as prevail' ng* 
in the locality. The price varies according to demand. 

Question 4. (i) The impediment, which existed before the passingf 

of the amended Bengal Tenancy Act, 1928, to the mortgage of tho 
lands appertaining to occupancy holding has been removed by pacing 
of the aforesaid Act. Now all holdings expecting under-raiyati 
holding without oecupamy rights can be transferred by mortgage or 
othenvise. , 

(//) The credit of the agriculturist has been favourably influenced as 
the bar of non-transferability of his occupancy holding has been removed 
by the aforesaid enactment. 

(m) The smallness or fragmentation of agricultural holdings 
certainly affects the establishment of long-term credit institutions inas* 
much as the creditor does not think it safe to allow long-term credit to 
such borrowers. 

(iv) At present there is no land mortgage bank or agricultural bank,, 
strictly speaking, for providing long-term credit. There was one such 
bank at Selaidaha organized by Babu Surendra Nath Tagore of Calcutta. 
But now it has practically ceased to work. There are some joint, stock 
companies in this district dealing in loan business. They advance monies 
on mortgage of movable and immovable properties or on hand-notes or 
simple bonds according to the solvency of the parties. 

(v) These Companies raise their capital by issue of shares, into whicTr 
their capital is divided. But their share money is nominal. Their 
capital is supplemented by deposits which are attracted according ta 
the solvency and respectability of the Directors. They invest money 
thus raised in long-term secured or unsecured loans at a reasonable rate^ 
of interest as provided in their Articles of Association. 

(vi) The above answer will serve the purpose. Banking asBOciationa* 
may be established on sounder footing on State support. 

(vii) (a) Becord-of -rights has already been prepared and finally 
published in this district. It is a great help to the creditor in examining 
the rights of the borrower in the holding, which he proposes to hypothe- 
cate. Such records get the advantage of simple presumption in court 
which can be rebutted. The record-of -rights should be so impi’oved as to» 
have the force of a decree at rera. 

(6) The time of grace should be reduced to one month in place of 
six months as now in force in suits for foreclosure. 

(c) Reduction of costs of reference to record-of-rights, etc., is highly 
advantageous to the borrower and creditor. The costs for taking certi- 
fied copies thereof should be reduced. 

(viii) (a)^ (h) & (c) Yes. 

(ir) Yes, the debenture bond should carry Government guafantee 
both for principal and interest, otherwise there is little likelihood of 
debenture bonds being subscribed. 

(o!) The loss which the Government may suffer should be treated aa 
first charge on the assets of the bank. 

(m) The terms for raising moneys by way of (a) deposits, (6) funds 
from central institutions, and (c) debenture bonds should be in case 
(a)-~(l) Fixed deposits withdrawable on two years^ notice bearing interest 



«t the rate of 7 per cent, per annum ; (2) fixed deposits withdrairahle on 
one year’s notice bearing interest at tW rate of 6 per cent, ^er annain, 
and (3) half-yearly deposits withdrawable on six months’ notu% bearn|l|f 
^ntm^est at the rate of 6 per cent, per annum. 

f in case (b ) — 

0) f<’r long-term loan repayable in three equal annual instalment, 
interest 7 per cent per annum. 

(2) for short-term loan repayable in November in the same year as 
the loan is received, interest 6 per cent, per annum. 

In case (c) the debenture money should be repayable after the 
oxpiry of six years. It should carry interest at the rate of 7 per cent. 
j>er annum, interest payable half-yearly. 

The Bank should invest the capital in long-term secured loan for 
three years at an interest at lOJ per cent, per annum and short-term 
loan repayable in October at an interest of 9 per cent, per annum. 

(rii) Yes. 

(,riii) In case of sound security, long-term loan may be allowed for 
four years at an interest of 9 per cent, per annum. 

QUMtion 8 . (i) I have no knowledge of the estimate. 

(ii) By search in the Registration Office. 

(m) (a) & (h) In case of simple mortgage of immovable properties, 
the mortgage is to be effected by a registered instrument. Village 
house is immovable property. Ornaments may be pledged by delivery 
of possession. Plough and agricultural implements are not liable to 
attachment and sale by court. Mortgage of crops or i)roduce is too far- 
fetched an idea. 

( 

(iv) The debts are incurred for purposes indicated in clauses (a) 
to (j) of the question as also for erection of dwelling huts and for other 
domestic purposes as also for carrying on trade. 

(p) The creditors in majority of cases are professional money- 
lenders; in some cases joint stock loan companies and in others co- 
operative societies. 

(vi) In the Kushtia subdivision agricultural indebtedness is 
decreating as far as I know. 

{vii) No, in the Kushtia subdivision as far as I know. 

{viii) Prompt disposal of petition for such loans by the officers con- 
cerned . 

(i.r) Yes, there are such money-lenders in the Kushtia subdivision, 
they lend money at a very high rate of interest, ranging from anna one 
to annas two per rupee per mouth on Dastabej or simple bond. 

(.r) Yes, there are many such instances and full particulars whereof 
may be obtained by reference to the civil courts. 

(si) The benefit of the ITsurious Loans Act (Act X of 1918) is seldom 
Teceived in view of the Privy Council Ruling prohibiting interference 
1}y subordinate courts with agreements lawfully and freely entered into 
fey the borrower or debtor. 

(sii) No, as far as I know. 

(ififi) Such practice has never come to my knowledge. Such initaao# 
if it really takes place can hardly be proved. 
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(Mv) Regulation of adequate rate of interest by legislation. 

(sv) The ordinary and prevailing rate of interest is 50 per cent, per 
Annum with annual rest. 

(svi) The rates of interest as stated before vary from 18 per cent, to 
37J per cent, per annum with annual rest, the interest being added up 
to the principal at the end of the year if not earlier according to agree- 
ment. 

(svii) In some cases this is so, but this is not so in majority of cases 
in the Eushtia subdivision. 

(j-ciii) Certainly. 

Qusstion 6* (/) The agriculturists of the locality are, as a rule, 

very indigent and the small fragment of laud owned by them, is by 
no means sufficient to provide for their maintenance tliroughout the 
whole of the year. They have to take to something else during their off 
season. But the subsidiary industries, e.//., spinning and weaving, 
hardware, cutlery, pottery domestic utensils, that had been their age- 
long means of subsistence in a subsidiary way have gone under the 
pressure of foreign competition, and the modern cultivator has been 
reduced to the position of serving as a day-labourer. 

Each of the industries mentioned in the questionnaire, save the one 
of hand-spinning, requires ca]>ital and the agriculturists are not in a 
position to raise the necessary amount. Dairy-farming, sugar-refineries, 
cotton-ginneries, properly speaking, are unknown in this district. The 
number of rice-mills, ^ur-making industries and garden-j)roduce concerns 
on a considerable scale, can be counted on the fingers. 

(ft) By organising groups of producers of a particular crop into 
societies on co-operative basis, they can be encouraged to take to parti- 
cular industry that suit them. Thereby they will be able to eliminate 
at least one set of middlemen and will get better return for his produce 

(m) Hand-spinning is such an employment and is profitable too 
This at least should be encouraged for all. Particular groups sliould 
take to other industries, viz., cloth making, hardware, cutlery, pottery, 
domestic utensils, etc., according to their individual tastes. 

(tv) If they form into societies on co-operative principles, each can 
contribute his surphis, if any, towards the capital and the balani'e of the 
working capital will have to be contributed by the Government. 

(v) The Government can make such contributions through the exist- 
ing co-operative central banks or through village banks set up for the 
purpose. 

QUAStioil 6Aa (t) There are no such industries in this district and 
the question cannot be answered. 

(m) Establishment of industrial banks are expected to render real 
service towards the desired end. Exempting the incomes of these cou- 
oems from income tax duty will tend to direct the flow of investment 
towards these industries. 

QUMtion 6B« (i) These people obtain loans from the village 

mahajan or the existing banks on ordinary bonds or pro-notes or on the 
security of other movable or immovable property. 
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(it) From the Tillage money4eaders they generally borrow ^ at an 
exorbitant interest, t.c., at the rate of 37 J per cent, per annum, in their 
household expenditure, erection of huts, for purchase of boats, nets, efe. 
In case of unsecured debts, the rate of interest is half anna per rupee 
per month. In case of secured debts, interest varies from 24 to 30 per 
cent, per annum. 

(Hi) For these non-agriculturists, the G-overnment has no system of . 
advancing loans. Co-operative banks render some service, but the scope 
is limited to the members only. The joint stock banks touch only the. 
fringe of this colossal indebtedness. Setting up of village banks, meting 
out help to the deserving, of course with an eye to proper realisation 
by instalments will be a real step in the desired direction. The rate of 
interest should be reasonable and sufficient inducement should be afford- 
ed to the peox)le of the village to draw investments from the people 
enjoying a surplus. 

(iv) In my estimate the indebtedness among these classes is on the 
increase. 

Question 7* (t) Co-operative banks have connection with the 

Imperial Bank of India, the Bengal Provincial Co-operative Bank has 
accounting with the said Bank, besides the Imperial Bank advances 
money to Co-operative Central Banks up to certain amount on the recom- 
mendation of the Registrar, Co-operative Societies, if the said Provin- 
cial Bank, Ltd., stand surety. Co-operative banks have no connection 
with any other banks except that some joint stock banks put their 
reserve fund in deposit with such bank. 

(it) The co-oi)erative societies are unlimited liability societies. The 
solvent parties do not like to accept the liabilities of the poor members. 
Rupees 250 is the maximum amount which can be advanced to a mem- 
ber, this atnount often times does not 8ati8f,v the needs of a member. 
The Central Bank finance societies cautiously. The societies prefer 
long-term capital, as they apprehend failure of punctual payment con- 
sequent on failure of crops. 

' {in) It is very difficult to answer the question. As far as can be 
guessed, an extra capital of 10 lacs of money be required to finance co- 
operative movement of this stibdi vision. 

(jc) There is comj»etition between the co-operative bank and joint 
stock banks in the matter of securing deposits, but there cannot be any 
competition with regard to advancing loan. There is no branch of the 
Imperial Bank in the Nadia district. 

{v) The above answer will apply. 

(rt) Financial concessions are desirable to stimulate the growth of 
the co-operative movement. Income-tax and money-order commission 
should be altogether remitted. 

Question TA. (i) It is highly desirable that co-operative central 
banks should be permitted to advance loan to the depositors to the 
extent of three-fourths of their deposit moneys. Other joint stock banks 
advance such loans to the depositors. It will be rather difficult to 
advance loans to undivided members. 

(ti) No* 

(iU) Yes. 



At present there is no relation between co-operative banha and 
joii^t stock oanib, except that joint stock banks deposit money in co- 
operative banks. 

(v) The co-operative central banks cannot and ought not undertake 
the banking business as indicated in this question. 

Qtnttion 7Bi (i) The effect of the establishment of co-operative 
societies in rural areas has been very advantageous to the agriculturist 
of the Nadia district. 

(it) The co-operative credit ■societies are fast replacing professional 
money-lenders, as loans are advanced at lesser rates of interest without 
compounding. Concrete instances are many. 

(iii) The factors which operate against the rapid spread of co-opera- 
tive banks in rural areas are: 

(1) The liability of the societies is unlimited. 

(2) Want of literate members required for carrying on the business 
of the bonk. 

(3) The opposition of the local money-lenders. 

(4) Heavy indebtedness. 

Part I A. — Loan Offices and Joint Stock Banks in the Mufassal, 

Question 1. («) The head office of the Kumarkhali Banking Cor- 

poration, Ltd., is located at the headquarters station of the district at 
Krishnagar. 

(h) A branch of the Kumarkhali Banking Corporation, Ltd., and the 
Kushtia Loan Office, Ltd., are located at Kushtia. 

(c) One Branch of the Kumarkhali Banking Corporation, Ltd., 
Dinanath Kundu & Co., and Kumarkhali Co-Credit Association (Joint 
Stock Company) and United Trading Co., litd., are located at Kumar- 
khali. Khoksa Jubilee Bank, Ltd., and Khoksa Commercial Bank, 
Ltd., are located at Khoksa. 

Question 2, (a), (h), (c), (d) & (e) Kumarkhali Banking Corpora- 
tion, Ltd: — 

Rs. 

Paid-up Capital ... ... ... 18,610 

Reserve Fund ... ... ... 20,391 

This Bank has no short-term deposit. It takes deposits (1) withdrawable 
after expiry of one year’s notice and (2) withdrawable after six months’ 


notice. 

The Kushtia Loan Office, Ltd: — 

Rs. 

Paid-up Capital 

20,040 

'Reserve Fxind 

... 14,023 


It has short-term deposit, intermediate and long-term deposits. 
The above particulars of the other banks are not known. 



670 ^ 

Qimt iOW 3. (i) The rates of iatoreirt in deposits of Jhe Kuninrkhali 
Banking Corporation, Ltd., areOTVipttK^anVper wanunafor eiwfiiar'^ 
deposit, and 3} per cent, per annum for half-yearly deposits, those nf 
the Eushtia Loan Office, Ltd., are: — 

9 per cent, per annum for 3 years’ deposit. 

7| per cent, per annum for 2 years’ deposit. 

6 per cent, per annum for yearly d^>osit. 

4i per cent, per annum for half-yearly deposit. 

3f per cent, per annum for current deposits. 

The rates of interest obtaining in the other banks are not known. 

(ii) Three years in the Eushtia Loan Office, Ltd. 

QUMtion 4« (a) Eumarkhali Banking Corporation, Ltd. — 

Government Promissory Notes for Rs. 1,500. 

Postal Cash Certificate, Rs. 3,250. 

The Eushtia Loan Office, Ltd., has no such securities. ' 

(6) Rupees 2,03,564 odd, together with pawn of ornaments, are in 
the Eumarkhali Banking Corporation, Ltd., Rs. 6,371 odd in the 
Eushtia Loan Office, Ltd. 

(c) The Eumarkhali Banking Corporation, Ltd., has put in deposit 
Rs. 10,000 to the Eushtia Hohini Mills (Weaving and Spinning Mills). 

(d) Rupees 87,629 odd Eumarkhali Banking Corporation, Ltd., 
Rs. 40,658 the Eushtia Loan Office, Ltd. 

(e) Rupees 7,369 odd the Eushtia Loan Office, Ltd. 

The above particulars are not known of other banks. 

Question 5> (i) Only due date is mentioned in the instrument, from 

which period of limitation begins to run, but it is not enforced. The 
loans are granted for various purposes, vis. , household expenses, 
marriage expenses, etc. 

(ii) Compound interest is provided in the instrument, but it is not 
enforced in case of amicable realization without suit. 

(m) No. 

(tr) No, only due date is mentioned in the bond, 

Quostiofi 6. («') Yes, on proper security, they make no distinctions 

between agriculturists and non-agriculturists. 

(n) No. 

Qttwtion 7. (i) No. 

(it) Such commercial banking business is not provided in theif ^mo- 
randum of association. ' ^ 

QUMtisil 8* (tT No definite ]portion of profit is carried to reserve 
fund. The share-holders in their general meeting fix the «momst. 
^me banks invest the ^erve fund in Gbvernment securities or some 
invest Mm same aloi^ with the oapitid and dq[Kwit money. 

(«t) There are no §xed rtths; 
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$ iQWMiiM . Cash<ik«N^ «Ad ledgers for different accounts are 

iepii'r 

(it) Yes. 

Question 10* Yes; these loan offices may be conveniently federated 
into central banking institutions. 

Question 11< Loan offices can take a bigger share in financing trade- 
and agriculture if they themselves are financed by the Government. 

Question 12. Yes, some years before (a) the Kushtia Union Bank^ 
Ltd., a loan company, failed on account of a heavy amount being- 
borrowed by the Managing Director Babu Dakshina Eanjan Acherjea. 
on a number of promissory notes with no intention or power of repay- 
ment; (&) another loan company named Damukdia Bheramara Bank 
under th^ managing Directorship of the aforesaid Dakshina Banjan. 
Acherjea' collapsed. 

Part I Hr— Investment Habit and Attraction of Capital. 

Question t. (i) The collective capital of all the existing banks- 
(co-operativc and joint-sto(“k) and the indigenous bankers would 
approximately come up to a crore and a half in the Nadia district. 

{ii) Boughly, an additional amount of the same magnitude will be 
required, 

{Hi) In the mufassal the means are very scanty almost non-existeBt. 
The institutions are the Post Office and the co-operative banks, fho> 
latter fostering this habit by a system of home-safe-box. The use of 
these instruments can be profitably extended. 

(iv) No. 

(r) Yes, by the introduction of the (tOHtperative societies with itf^ 
allied institution of the home-safe-box or by some similar method. 

{vi) There is no such habit wofth the name. Of course, the rich 
people have valuable ornaments, but that is not much in proportion tO' 
their total belongings. As regards the mass the question is absurd. I 
have never come across people hoarding bullion nowadays. 

QlUntiftll SU (i) They are as much popular as they ought to be 
the present circumstances. 

As regards safety, no one entertains the least suspicion. To make- 
them Biore popbular, the rate of interest will have to be raised and th» 
restrictions will have to be removed. 

(ii) I don’t tkiak they require a revision, but it is a fact hardly wcoib 
repeating that by raising the rate of interest these are likely to M 
attpictive. , 

They afford all facilities possible under the present circuna* 

stances^ 

(tv) The middle-class people, the serviceholders and labonrers- 
jaeuaBy take to-this form of investment. 

' (^) Bakuig the rate of interest, increasing the means of saving, rais- 

ii^ the econeanic eonditioa to ensore great» sm^hu, edueation, amd 
engaudering the habit of saving are the things to be done to attract tb«' 
reai. . 
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(m) In my estimate the al'leg'atiatt is 9r«U founded. The nurpli^ 
t>f the community is neither larue nor eli^tio— if a good slice is cut out 
of it by the Government — ^the joint stock institutions suffer in propor- 
tion. . 


Question ^ (i) In my opinion the Government securities are the 
best form of investment. 

I am against the idea of the small agriculturists and invMtors taking 
up Government securities. Co-operative movement serves the purpose 
best. 


(u) There is no such facility of sale and purchase of these securities 
here, people have to do it through the brokers at Calcutta. 

(in) It is not much that is left in the hands of the producer after 
paying the dues of his mahajan. Something he lays by for next year’s 
narvest and the balance he uses in meeting the necessary expenses of 
the year. Scarcely he is found squandering his money, for he cannot 
afford to do it. The agriculturists use the surplus in buying imple- 
ments and cattle, the artisans in purchasing instruments and tools, etc. 

(iv) They do often lend petty amounts amongst themselves for short 
periods and at nominal interests. In a prosperous year he sets about 
removing those wants that in an ordinary year he cannot, e.ff., building 
a new hut, repairing the old ones, etc. They have not imbibed the 
habit of making investments. Moreover, the agrarian population is so 
heavily in debt that he hardly has anything left after paying off his 
creditors even in a prosperous year. Hence they cannot amass anything 
like a working capital any time during his life. This is the rule and 
there are exceptions. 


Question 4, (t) Among the more affluent classes, who have some 

decent surplus to invest, investment in the current account of a bank is 
growing to be much of a fashion. The habit is on the increase. 

(ii) The effect has been the increased use of cheques. 

' (iu) Vide answer to Question 4 (i) above. 

Going too far in that direction will land us into difficulties. Small 
payments are best made in cash. 

(ir) In the mufassal at least they will tend to make the banks more 
popular. Moreover, it will facilitate training into the intricacies of the 
Accounts and will thereby widen the possibilities of starting new banks. 


Question S. (i) In my opinion the growth of these habits is slower 
than it ought to be. 

(ii) It is primarily due to the want of education and secondarily to 
the want of any very large surplus in the hands of the people. 

(iii) Propaganda is the only way to rouse the people to the immense 
possibilities of this habit. As stated above the scheme of the co-opera- 
tive banks, t.e., the faome-saf e-box, is working nicely by drawing in 
much of the surplus of the community that would have been spent in 
•^e other ways. Preaching by example is always more effective. 

(tv) That might have succeeded in stimulating the investment habit 
of the people of the important towns in which the branch^ have been 
c^ned. But I don’t think their activities extend beyond the respeo- 
oVe totras. 
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The British Inditfi Assooiatien, Calcutta. 

Part t«—Agrioulturai Credit and Credit Facilities for Small Industries. 

Question 1. In our country, the agri(‘ulturists obtain finance 
principally from the village money-lenders not only for meeting the 
expenses foi cultivation and other special needs but also for meeting 
the expenses of ceremonial functions. The object of the loan has 
nothing to do with the money-lenders; they satisfy tlieinselvcs by taking 
sufficient securities for tlieir investments without looking into the 
niannei' in which the loan let out to the agriculturists is spent. 

In places Avhere co-operative societies have l^eeii provided, most of 
the cultivators keep aloof from them for obvious reasons, viz , — 

(1) Kigour of formalities. 

(2) Publicity of loans. 

{til Short credit, 

(4) Purpose of the loan scrutinised. 

(5) Failure to provide funds for capital and j>ermanent iiiiprove- 

inents. 

((!) A semi-Oovernmeiit institution. 

Moreover, the agricultural credit societies are not enough in 
number to cope with the needs. 

The Government passed the liaiid Improvements Loans Act in 1883 
and the Agrit uliurisis' Loans Act in J884 but they never became iK)pular 
and as such they did not (onfer any appreciable benefit on the culti- 
vators. 3'he rates of interest chaiged by the professional money- 
lenders are extremely exorbitant. My Committee hold that it is only 
through the ])opiilarising of the co-operative societies that the present 
system of financing of cultivators can be improved considerably. The 
professional money-lenders in majority of cases exploit the ignorance 
and helplessness of the borrowers. My Committee suggest that the 
landlords should in hard times arrange for giving short loans at low 
interest for meeting the expenses of cultivation and thereby protect the 
raiyats from the clutches of the money-lenders. 

No co-ordination whatsoever exists among the various credit 
agencies and their is little scope for improvement in this direction. 

Question 2. A raiyat usually is to take his products to the village 
market and my Committee are definitely of opinion that it is impossible 
on the part of a raiyat to hold up his crop for a better price, bef ause 
he has no other means than the sale proceeds of his crop to meet his 
daily expenses. And a system of co-operative marketing, my Com- 
mittee hold, will go a great way in improving the position of raiyat for 
marketing his produce. 

There are co-operative sale societies, working well in the country, 
such as Bengal Wholesale Society Limited, Calcutta Milk Union, 
Noagaon Qanja Cultivators' Co-operative Society Limited and othei's. 
They depend for their finance in most cases on their own share capital 
and in rare cases on loans from Provincial and Central Banks. 
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l*addy, jute aud tobacco, f^lncipal crops of the province, pass 
through a number of niiddleinen. There are bejmrUj paikars and 
fo I uijt who jjurchase direct from the cultivator* Then come the 
arutdan 

The traders in mufassal experience great difficulty in procuring 
Joans from local l)lanks for their articles of export. The banks are shy 
at accommodating the holders of such stock because they cannot ascer- 
tain the quality and value of the articles. My Committee hold that by 
establishment of licensed warehouses with qualified gr^ers attached 
to them, the confidence of the local banks might be inspired as to 
finance the trade to a certain extent to the benefit of both concerned. 

'I’Jie position of monopoly which the ultimate l)uyers of jute enjoy 
and tile want of definite standard of quality of the fibre have gieatly 
prejudiced the mufassal l)aiiks against undertaking the w’ork of financ- 
ing the movement of the crop. Both these factors have rendered the 
value of jute uncertain. 

The existing facilities for internal remittance available to the public 
are : — 


{a) Postal and Telegraphic remittances. 

{h) Cheques. 

(c) Bank drafts (where branches of the Imperial Bank have been 
opened), 

{d) Hundis (confined among th:e trading community). 

The most important negotiable instrunuuit in use in this province 
in connection wdth internal trade is the hvndi. The hundis in Bengal 
belong to either grouj)— (demand drafts) and muddati (drawn 
foi' a fixed tenure of 2 or 3 months). My (k)mnnttee would welcome 
the introduction of standardised forms of hvndis on stamped paper. 

As iii-luck would have it, some of the inland Steam 
Q'onipanies in Bengal have found that the bills of lading issuecl by 
them are not a<‘(*epted as a reliable security for advance. My Com- 
mittee hold that the difficulties may be removed if some measure like 
the licensing system for ocean-going vessels are adopted for inland 
river transport in Bengal. 

The institution of lit'ensed warehouses would confer great benefit 
on iiie agriculture and trade of Bengal and my Committee are con- 
vinced of its usefulness. The scrips issued by su(di warehouses would 
prove a good mo<le of investment and also a necessary link in the exist- 
ing conditions of Indian money market. And it is necessary that the 
warehouses should in some way or other be associated with the Oovem- 
meiit. 

Qliattitll 4. There are no legal impediments to mortgage of land 
and agricultural holdings in Bengal and hence the indebtedness of 
Bengal peasants. 

The amended Bengal Tenancy Act by enhancing the value of pro- 
prietary interest of cultivating raiyats hm naturally improved their 
credit position* 

The fragniiintation agricultural holdings stands in ike way of 
launching any ambitious scheme for their permanent improyemeni and 
ihuB the long term credit institution has no chance to grew. 
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i Tliere is only one land mortgrai# bank in llen<?al, viz., the Co*^ 
dporative Land jlortgage Bank of Naogaon. The bank does not eonfine 
itself to the provision of long term credit alone — it also gives ordinary 
loan by means of cash credit. My Committee are of opinion 
that land mortgage banks are a crying need in villages and they must 
be for obvious reasons organised on a co-operative basis— the (*apital 
to be entirely subscribed by the borrowers themselves and the benefit to 
be accrued to the borrowers only, the final supervisory authority being 
rested in the (Tovernment. Loans l)y such hanks should be given at 
a icasonable rate of interest and the land, on the mortgage of which 
advances are to he made, should have a steady revenue. In case of 
default, the hank should not put land on auction hut try to get the 
dues satisfied from the receipts of land by making iief essarv improve 
meiit and taking full management. My Committee hope that this 
procedure would be fair and equitable. 

Question 6a There are various kinds of subsiclinry industries allied 
or sap7)iemental to agriculture in Bengal. Co-o[)erative sale societies 
can alone financially strengthen them. 

Question 6A. The small industries whi(‘h are neither supplemental 
to nor (onnected with agriculture are in most cases owuied by individual 
pro]>rietors — few of them are on joint-stock ba*sis. They are generally 
financed by proprietors — on rare oc<‘asions they get loan from joint- 
stoi-k banks. They (*an also get loan froju indigenous bankers against 
mortgage of some real property. The small industries are in great 
predicament while large organised industi'ies such as jute mills, tea 
gardens and cotton mills can obtain loan from banks. My Coininittee 
draw the attention of the Banking Enquiry Committee to this matter 
whii*h needs an early solution. 

Question 7. It has been seen that the relations between the co- 
operative banks and other hanks in the country are rather cordial. 

and liave been o(*<»asions wdien the Imperial and other banks 
haVift helped the c o-operative hanks by lending them funds. 

The time taken by a village society in proc uring funds from the 
Central Bank is ridiculously long and it has been oftcm a curious 
ex]Hvrience that wdien the loan is received the need disappears bec%aiise 
the intervening period between the demand and supply is too long. 
My Committee therefore recommend the system of allow ing c ash ciedits 
to the village societies. 

My Committee hold that the grow-th of t*o-operative movement is 
beneficial to the raiyats and every effort must he much* to hcip its 
grow th. Financial concessions, as suggested for helping the co-opera- 
tive movement will always l>e w^elcome. My Committee are of opinion 
that there is no need of relaxing the restriction of investment of fund 
of co-operative societies because the co-operative societies deal with 
hard earned money of the raiyats and safe and strict investment is 
always to be observed. 

It must be admitted in all fairness tjiat cO-operative movement has 
given a check to the professional moiiey-Ienders ; Co-operative move- 
ment is of recent origin and progress achieved is not much. Therefore, 
the professional money-lendm as a class still exist and thrive on the 
ignorfiinc*e of cultivator but in time to emtjte my Committee hope that 
by spreading a net work of co-operative societies among the villages, 
the money-lenders would be hard hit, if they have not been by this time. 
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My Committee hold that the follotriug factors ai« responsible for 
relartling the spread of co-operatiive movement ; — 

Illiteracy of the people. 

(2) Want of suitalde office-bearers and officers. 

(3) Absence of educative propaganda. 

(4) Lack of 85-mpathetic attitude. 

Part I A. — Loan Officas and Joint Stock Banks in the Mufassal. 

My Oumuittee could not gather statistical infonnation relating 
to loan offices noi- have they cared to ascertain the manner in which 
the funds of the loan offices are invested. My Committee like to point 
out tliat the loan offices are not of any help to tlie cultivating raiyats. 
They lend money to landholders on tfie securities of their landed pro- 
perty, jewelleries and other valuables. The loan offices carry on their 
banking business in a conservative way and tlieir piotits are reallj^ 
laipe. The loan offices, my Committee are of opinion, should have a_ 
uniform system of accounting and the method of drawing up balance 
sheets should be prescribed. 

My Committee appreciate the object with which the Bengal Bankers’ 
Federation has been started but fail to appreciate its usefulness 
without any Federal Bank. My ('ommittee suggest that the Federa- 
tion without wasting its time and energy should devote itself to the 
establishment of a Central Bank. 

Jt is not possible for loan offices to take a large share in the finance 
of iaterual tiade. The materials at the disposal of our Committee 
show that very few loan offices have branches. 

My Committee are of opinion that the e.stablishment of licensed 
warehouse would indirectly help the finaiu;e of agii'culture for the 
advantage of loans against waitehouse receipts and would be available to 
all — traders as well as agriculturists. Warehouses would thus increase 
tiii.s activity of loan banks. 

Part II. — Indigenous Banking. 

Question 1. The functions of indigenous banks are varied in 
charactei . Big Marwari banking houses of Calcutta accept deposits 
and undertake extensive lending operations. Loans are granted for 
short terra against personal security through hundis. The Bengali 
bankers in Calcutta generally insist on the mortgage of some real pro- 
perty or deposit of title dee^s to cover their loans. 

Outside Calcutta, Marwari merchant bankers act as commission 
agents or trade on their own account — their hanking function is the 
grant of loans against mortgage of land and valuables. The Bengali 
money-lenders in mufassals are there only to lend money. There are 
itinerant money-lenders like Kabulis who are also a “factor” in indi- 
genous, hanking in Bengal. 

QUMtiUA 2« Agriculture, trade and industry are financed by indi- 
genous bankers. Even where co-operative societies exist, agricul- 
^rlsts lean to indigenous bankers for loans. Small and cottage 
industries depend largely on the accommodation granted by indigenous 
bankmrs. 



677 


QlMStion 3« The relation t>etween one indigenons banker and 
aBother is not unhappy* The Imperial Bank of 'India and some big 
joint-stock banks in Calcutta are showing readiness to extend discount 
facilities to distinguished indigenous bankers. The co-operative 
societies and loan offices are naturally indilferent to indigenous bankers. 

Question 5« Loans are granted by indigenous bankers against 
moiigagr of land and valuables and occasionally against hand-notes. 
Jiouiis are generally given for short periods but they can contiinie for 
a long period at a compound rate of interest. The object of the loan 
is ij>jmaterial and my (Committee have come to tlie finding that uniiro- 
ductive loans have often landed the agriculturists into difficulty. 

Question 6« The rates of interest charged by different classes of 
indigenous bankers are divergent — even in one place, various rates 
prevail. The rates are not lower than 12 |)er cent, but they might rise 
to any extent. It is difficult to bring down the rates by organisation 
of iiuligenous bankers. The loan offices and co-operative societies have 
greatly brought down the rates, deduction (if lates is necessary from 
the standpoint of cultivators. It is only (o-operative movement whicli 
can help them in this direction. Unless the cultivators are organised, 
the indigenous bankeis would always exploit them. 

Questian ?■ In villages, there is prejudice against money-lenders 
whose reputation for integrity is almost nil. 

Question 9. My Committee are of opinion that the iiuligenous 
bankers <*aii he rendered more serviceable to the community if they are 
kept in intimate touch with the money market. The indigenous 
bankers in the city may be profitably organised into Trusts which will 
develop and finance new and largie industries. Tlu'* indigenous bankers 
in iunfussal should not shirk new methods, othei wist^ they would meet 
with extinction when loan (»ffices and ciedit societies will be more on 
the increase and more pojrular. 

Question 10. The indigenous bankeis have enough resoui*(‘es to 
meet the demands of llieir customers. The\ refuse loan proposals only 
wkere there is scanty or unaccejptable security. The refusal is never 
due to paucity of loanable capital. 

Question 12. It is not likely that any large amount of cash lies idle 
in the hands of mufassal money-lenders. Those who act as commisvsion 
agents do not have surplus and fliose who trade on tlieir own account 
get acivaiu'es from the city bunkers. 

Part I Hr— investment Habit and Attraction of Capital. 

Question 1. The banking resources of the province, as they exist, 
are not at all satisfactory. The scope for attracting capital is very 
little. Loan offices, co-operative societies and Post Office Savings 
Banks are the only openings outside Calcutta which can attract surplus 
capital. The problem cannot be thoroughly tackled by them aitd 
necessarily the hoarding habit grows. This hoarding habit or invest- 
ment in silver and gold stands in the U'Uy of national prosperity, 
inasmuch as the surplus capital is in wo way benefiting trade and 
commerce of the country. Tnerefore, a large number of banking insti- 
tutions should grow in cities and villages so that the people might 



878 


ih» hoarding habit But disappeainnee of hoard- 

ing habil perhaps fcie ^xpeoted until an ^eetivo gold aiandanl is iiitro- 
dut’cd in the iountry. It eeeins the cuiTenoy policy o4‘ the Govetiitnemt 
has a great deal to do with the hording habit in India. My Com- 
mittee are ot 4ipinioii that the banking mind in India oan be developed 
by spreading banking institutions. 

QUMtion 2» Post Othce Savings Bank and Postal Cash Certificates 
are taken advantage of by the middle*4"lass people. My Onmnittee 
are of opinion that the restrictions as to the withdrawal and maximum 
amount of deposit should be removed and the interest paid on deposit 
Bhould also be jncn?ased. The Post Offife Savings Bank Act does not 
permit tlie opening of a(‘(‘ouuts at more than one post office and this 
causes untold im onvenieiice to people and traders. 

QUMtiofl 3i Various types of (iovernment stocks aie issued through 
the linperial Bank and post offices. In mufassaJs, there are no facili- 
ties for selling such stocks. 

I'he debentures which are issued by iinpoitant public institutions^ 
vh,. Corporation of Calcutta, (.Calcutta Improveinent Trust and Calcutta 
P<ut Trust, are s(*ar(*ely availed of beyond the city of Calcutta 

\'ery tew cultivators can afford to amass money and if any Of them 
do amass something, it is eitlier hoarded or let out to brother cul- 
tivators. 

QilMtion 4« The use of cheques is increasing in Cahuitta but is 
rare among the mufassalites. My Committee hold fhat the (dieque 
habit should be fostered. 

QliBStiim 5* My Committee endorse the finding that the banking 
and investment hal)its are on the inciease but tlie progiess is not satis- 
factory. The reasons are:- 

(fi) illiteracy of the masses, 

(h) want of confidence in banking institutions, and 
(c) absence of banking facilities. 

Propaganda work, (ompulsory jirimary education and spread of 
banking institutions are necessary to remove the evils of hoarding habit 
and improve the banking mind in the people. 

115 . 

The Indian Associatien, Calcutta. 

The Indian Association believes that the various banking institu- 
tions in the Province are: — 

(a) Imi>erial Bank of India. 

(h) Exchange Banks. 

(c) Co-operative Societies. 

id) ludigenouB bankers and professional money-lenders. 

The Exchange Banks deal principally wdth the foreign trade of 
the pimnuce, the Imperial Bank grants facilities for internal trade, 
but principally to Exiropeans, and the co-operative credit societies. 
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in^i^iious bankers and professional moueyJenders finance the a^ricul- 
tussle and also the internal trade of the provinci to a rery great 
axlent. 

2. For fostering agriculture and industry, it is absolutely neces- 
sary^ that banking facilities should be greatly extended and the 
Indian Association considers that this can be done by-- 

(a) wide extension of the co-operative movement, 

(h) strengthening indigenous banks, 

(c) creation of land mortgage and agricultural banks, and 
{<i) large extension of industrial and other joint stock banks. 

3. The Indian Association urges that the co-operative movement 
should l)e gi’eatiy extended so as to cover the whole piovince with a 
net-work of co-operative banks dealing with every activity of the 
agriculturist and the cottage manufacturer. Much has been done in 
this direction by the Co-operative Department of Bengal in the past, 
but more remains to be done and the Association hopes that the 
department will make further efforts to extend tlie movement. 

4. There are a few indigenous and industrial banks in Bengal, 
but their spheres of work are very limited. What is wanted at the 
present moment is that they should l)e stretigthened and more 
banks started on the same lines atul their work greatly extended. 
The only way in which suidi banks (*an l)e strengthet-ed and their work 
extended is for the Imperial Bank and the Goveinnuvnt to help them 
with funds, of course, under adeciuate safeguards. The Imperial Bank 
at present extends its help j)rincipally to Ktiroi)ean concerns iUid to 
n very limited extent to Indians. The Association believes that a veiy 
large part of the working capital of the Iinpeiial Bank is Indian, 
and it is iiureasoiiable for the bank to be diary in its helj) to Indian 
concerns. 

5. Another impoi4ant item for the development of banking in 
India is the creation of land mortgage and agrimiltural banks which 
might help the agriculturist and the lamiowner to save ihcmselves 
from the clutches of the money-lenders. The Association believes that 
under proper safeguards such banks can be made successful and they 
may in their turn serve to increase the industrial wealth of the 
province, 

f). The question of resources for the pnrpo^jo o( (*arrving out the 
idiove suggestions will form the subject of fnrtlior consideration and 
the Association will in due time forward its suggestions tlieieon to 
the Central Committee. Here, it may be mentioned, that (Jovernment 
may help in the matter by carrying on a projiaganda for llie develop- 
ment of the banking habit among the people. By guaranteeing the 
initial land mortgage and agricultural banks and some of the 
Industrial Banks, Government may help in creating tliat trust on the 
part of the public without which no bank can be successful in develop- 
ing the banking habit among the inhabitants of the province. 

7. The indigenous bankers and pi*ofessiorial money-lenders are the 
main sources for the supply of funds to the agriculturist and the 
merchants for internal trade. They do not aUraet much deposit from 
the public, but lend out from their own resonrees. If they can be 
taught to organise themselves into joint-stock banks, their "resources 
will be strengthened and at the same time they would be alile to 
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geueiate that feeling oi trust which is essential for the deposit ef the 
savings of the middle-class investor. 

8. The rndian Assocriation does not want to attempt answers to 
all the questions; only such questions as apxiear to be iiiinortant and 
within the knowledge of the Association are therefore answered in 
the subjoined memorandum. 

Part l«— Agricultural Credit and Credit Facilities for Small Industries. 

Question 1 . — Tlice and jute are the most important agricultural 
products of the Province of Bengal, and, also, to some extent, tea. 
i'ea indust ly is generally financed by joint^tock and private money- 
lenders. Rice and jute are mainly financed by the indigenous bankers 
and professional money-lenders, and to a limited extent, by co-opera- 
live societies. The rates of interest vary from 6 to per cent, or 
iiioie. As thci-e is little or no co-ordination among the various credit 
agencies, the support given to the industries is not organised. 
The cultivator is generally at the mercy of the money-lender, 
to whom he either sells his produce in advance or mortgages 
his land or stock. He^ is unable, therefore, to get the best value for his 
produce, as he cannot wait for a rise in the price-market. The remedy 
for this state of things lies, in the opinion of the Indian Association, 
in organising tiie cultivators on a co-operative basis and providing 
proper market facilities for tbeir produce. The Imperial Bank, which 
IS the backbone of the banking system of the country, and the joint- 
stock banks fhian(‘e sj>ecially those European nierchants who are 
engaged in the movement of jute from the culti\’ator to the mills or 
shippers. B\it Indians, who are engaged in iliis lousiness, have to 
depend mostly on their own resources and on indigenous liankers. A 
change in the management of the Imperial Bank is urgently required 
to remedy this state of things. 

Question 2i — The want of proper markets for their produce is a 
great hindrance to the cultivators. Jute and rice are principally 
collected by the middlemen in the mufassal from the producers and 
taken to Calcutta, where there are no proper markets or warelionses. 
Want of definite standards of weight and quality foi* jute is another 
reason for the producer not getting the *11111 value for his produce, as 
the quality is often fixed arbitrarily by the mills. The remedy lies 
in establishing proper markets at suitable centres all over the province 
on the lines of the Berar (M)tton markets. Weights and measures 
should be standardised and definite standards of (juality for jute should 
be fixed. A i>roper market should also be established in Calcutta and 
the cultivators should be informed about the state of the market, vi?:., 
supply and demand, and the fluctuations in price. Warehouses should 
be provided at the mai*kets for the storing of the produce. Co-ofieia- 
tive sale societies should also be organised. 

Internal remittances are generally eftWted by hundis, money orders, 
postal insurance, cheques and bank drafts. Cheques and bank drafts 
are used mainly in the larger towns, but the other methods of remit- 
tance are used all over the pixivince. The Association believes that 
the abolition of stamp duty on bills and the introduction of Bian- 
dardised forms will greatly facilitate their use. Railway leceipts and 
bills. of lading would come into more general use by the establishment 
of licensed warehouses. 
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t MStion 3.— The value of laiul per acre vanas-from, place to place 
e pi*oviiice. Within the last thirty or forty years it has pone up 
everywhere and apricultural land fetches now as much as a thoiisamr 
rupees per acie or moi’e in private sales. Government or Court auction 
is often influenced by extraneous faetoi's and cannot be used as a proper 
standard for land value in the i)rovinee. 

Question 4. — Land Mortpape and Apricultural Banks do not exist 
in this province. Such banks oupht to be established as early as 
possible. The initial capital may be raised by share :ind delnMiture 
capital, puaranteed by Government for a pei'iod of time. In course of 
iir. e they should become self-supportinp iitUitutlons. GovernmiUit 
limy safeguard itself apainst loss by havinp a director on the l»oard 
of each puaranteed bank and enforcinp rigorous audit and publication 
of accounts. Debentures of su(‘h banks, if included among’ trustee' 
securities, will attract investment and be(‘ome popular. In onler to 
be helpful to agriculturist the late of interest charged by s.icli banka- 
should not be excessive and the repayment may be made hy amorti- 
sation. 

Question 5. — The Association has no information at its vlisposal 
reganling the total indebtedness of the agricultural classes. It is 
necessary that an enquiry on this subject should be (‘allied out indepen- 
dently by an agency apiiointed by Government. 

Question 6. — Besides agriculture, there are a number of small 
industries carried on in Bengal, such as hand-spinning, liand-Ioom 
weaving, gur-making, etc. If organised on a co-operative basis, these 
industries are calculated to give employment to the farmer during the 
off-season and thns augment his income. Co-opeiative societies inay 
furnish the capital for such industries and the Department of Indus- 
tries may help in the org'anisation by temdiing improved methods of 
working demonstration and other means. 

Question 6A. — Small industries which are neither supplemental to 
nor connected with agricnliure are generally finan<*ed by indigenous 
bankers and money-lenders. Financial facilities for snrh industries 
may be provided l)y the establishment of industrial banks The estab- 
lishment of sucli banks will also help gieatly in the remittanct* of 
money from [loiiit to point by drafts and cheques. 

Question 6Bi — People who are not agri(mltiirists generally obtain 
loans by pawning jwelleiy, notes of hand, or ciurent, account cr credit 
with the shop-keepers. Such loans are incurred in (utses of sickness, 
during periods of unenipbiyment or to provide for marriage expenses 
of a daughter, etc. It is not possible to state whether the indebtedness 
of such classes is increasing or decreasing. Certain (dasses of people 
incur debts from Kabulis whose methods are often inhuman and their 
i\atvs of interest exorbitant. The >\ssociation urges that the activities- 
of the Kabulis should be suppressed by law, 

^ QuesliOfl 7- — The co-operative banks in Beiigal have dealing^j with 
the Bengal Provincial Co-operativo Bank, which has an a(*coiint wi(h 
the Imperial Bank. The Association is not aware of any competition 
between the co-operative banks niid the joint-stock banks or the* 
Imperial Bank ; but some loan oflSces may have betm affected to a small 
ext«Mit by the co-operative hanks. The debentui’es issued by the pro- 
vincial co-operative banks should be placed in 'the list of trustee 
securities to attract investors. 



Quastion 4 ;oH>p«rative cent banki* can, mthtnit inter* 

fering witk l|^'*«xwliiag methoda, help in the remittance of money 
from place to pla^ by drafts and cheques on co*operative societies and 
•other banks. This will popularise the use of drafts and cheques. 

^tttttion 7B. — ■The establi.shment of co-operative societies has hot 
•affected the prevailing rates of interest in rural areas to any marked 
•extent. The ignorance and poverty of the people stand in the •way 
•of the rapid spread of such societies in rural areas. 


Part I A. — Loan OfHcos and Joint Stock Banks in the Mufassal. 

Question 1. — There are some loan offices and joint-sto<k banks in 
Bengal, of which fhe I'aridpur lioan Office, aivd the banks in Jalpaiguri 
may be taken as examples. 

Question 6i — These banks lend money to agriculturists tc a very 
limited extent on the security of their land. Their rates of interest 
are generally lower than those of jirofessioual money-lenders. Tl^e 
JTalpaiguri banks finance the tea industry carried on by Indians. 

Question 12« — Some bank failures have occurred in Bengal, of which 
the failure of the Alliance Bank and of the Bengal National Bank 
may be cited as instances. These failures were due to speculation and 
juismanagemeiit. 


Part II. — Indigenous Banking. 

Question 8. — It is possible to coml>ine two or more indigenous 
bankers in any one locality so as to constitute them into a joint-stock 
bank. Such a bank would attract de])osits better than the individual 
banker or money-lender and it would l)e in a stronger position. 

Question 11. — If banks, as suggested in the answer to question 8, 
•be, establishetl at numerous centres in the mufassal, a branch of a joint- 
sfock bank established at the head(|uarters of a distiict, would be in 
touch •with them and -would be able to utilise their local knowledge 
and help them -with funds. There would thus be no competition among 
them, but helpful co-ordination. 

Part III. — Investment Habit and Attraction of Capital. 

Question 1. — The .\ssociation believes that the so-called habit of 
Indians to board silver and gold is a myth. The people arc generally 
poor, and there is little or no saving. The As.sociation is strongly of 
<q>inion that gold curi'ency should be introduced as early as possible 
in order to stabilise exchange and to decrease any little habit of 
hoarding the pi-ecious metal that may be in e.visteiice. 

Question Jr— -Postal Cash Certificates are popular and their rates 
of interest are attractive. 

Question 4r— The cheque habit is slowly gr4)wir.g and the aboli- 
tion of the stamp duty is helping the growth. It is generally the 
oducated and the rich that use cheques. To p«)pul 9 rise cheques, tho 
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suirg'esits that Imperial Bank and joint 

etook hanks dkonld ijae the vernaculars of the ^evfihee'm their cheqae 
lortMi The jkseociation is ia. favour of payments aborts Be. 100 bein^r 
made in oheiiuaB. 

(QiMStton 8b — -To fester the banking and investment habit in India. 
Government should carry on an educative propiag'auda by means d 
pamphlets printed in vernaculars and circulated widely. 


116 . 

Mr. M. N. Chose, M.C.E. (dap.), M.R.A.S. (London), Director and 
Expert, Jessore Comb Factory, Ltd., Managing Agent, Oriental 
Machinery Supplying Agency, Ltd., etc. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

» 

Qu0StiOfl 1e — (/) ia) Private inonev-l^nders geiieially advance short 
loans on (M>mparatively higher rates of iiHei*est to agrieultnrisis on 
their signing the names or giving finger-prints on a stamped account 
kept with the former. This applies to jiarts where no co-operative 
ijedii societies exist. 

(h) llie agriculturists have to secure the loans by moilgagiiig 
properties to the satisfaction of the money-lenders, eitlier ])rivate 
individuals or loan offices. 

(r) By either of the above ways. 

(//) Rates of inteivst vary from R?. 1 <o Rs. per (*eni. per 
month and geneially the period of loans ivS fixed for on? year. Private 
money-lenders do ncd accept standing crops as security. Thej' take 
lands or holdings as such. 

Qll6sti0fl 2« — (/) The raiyat cannot geii^ially hold his crops for 
better price as he is pressed for repayments of debts either l)y the 
money-lenders or dealers advancing small sums against crops fixing 
a cheaper standard price for them. 

(vi) (a) and (h) Bolli in internal import and export trade, jirivate 
bankers advance money to the traders on interest or taking a small 
peroentage of the piofit. Bank or loan offices do not generally 
interest themselves in such trade. 

(vi) (a) If the firms or companies advance necessary sunrs to the 
agriculturists at reasonable rates of interest, say at 2 per cent, alcove 
tJb*e bank rat.e of interest, and buy the products at the ruling market 
rates then better return to growers will be assured and they will be 
encouraged in their pursuit, 

irui) internal remittance is done by faithful gomosias and peons 
or postal insurances. 

(Lr) The system of sending money per bearer is unsafe and sliould 
be replaced by introduction of hundies whenever possil)le. 

(,ni) Hundies are not generally known in our part. 

(^vii) Railway and steamer receipts, or insurance policy, if goods 
are booked by countiy boats. 

(xviti) No, if the bills of lading are insured. 
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Qirastion No standard value for land can be fixed in our 

district (Jelsore). The southern part of the district is mostly 
depopulated by malaria and there is no demand for land. In certain 
areas lands can be had without any price if some enhancement of rent 
i.^ allowed. In the northern part* where there are agriculturists and 
other people still residing in fair number the value of land varies from 
Bs. 300 to Rs. 400 per acre for cultivable lands. The value of land 
suitable for growing jute fetches somewhat higher prices but not much. 

(n) (a), (b) and (c) The standard price is only obtained by private 
newtiation. Court decree and auction sale bring in anuch lower 
value. 

Question 4. — (i) No. 

(it) Credit of the agrictilturists has been augmented by the amend> 
ed Bengal Tenancy Act, 

(iv) No. 

Question 5a — (vi) Increasing. 

(i» The Kabulis advance mones^ interest varying from one 

anna to two annas in the rupee per month and realise their dues with 
the help of lathis. 

(leiv) (lovernment Agricultural Department should have seed 
ftores at such ttentres as hats and give loan of good and reliable 
seeds returaable with 5 to 10 per cent, profit. 

(,rv) Paddy rates of interest vary from 25 per cent, to 50 per cent- 

(.rvii) Yes. 

(.rviu) Yes. 

QuOStion 6a — (r) At present there are no organised agricultural 
01 allied industries in the district, although about 20 years back there 
w'eie many daily farms, gur-making bouses, sugar refineries and band 
weavings. Rice-nulling, which used to be done in each bouse, has 
been practically stopped for ill-heal'th of the people. 

(if) If the industries be protected against foul competition and 
proper markets lie obtained for sale of the outturn at a reasonable 
profit, several local industries can be revived even now. 

(in) Farmers used to spin jute fibres and make ropes therefrom 
during their leisure hours. They have to give this up for hard com- 
petition with machine-made ropes. At present the farmers and the 
idle section of the village jwpulation (which counts about 95 per 
cent, if not more) can earn something if they take to spinning fibres, 
e.g., date, coccfauut, betelnut and palm fibres and make ropes there- 
from. 

(i®) Government or co-operative societies may advance necessary 
working capital against hypothecation of machinery and other assets. 

(f) Hand power German machinerj', which could be supplied by 
th >9 Jpriental Machinery" Supplying Agency, Ltd., 20, Lai Basar Street, 
Calcutta. 

QlMStfOn 6.' — (f) Mostly private individuals finance th® industries 
on their own account and in some cases private or public companies 
are floated for the required capital. 
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(w) ^Providing the required capital at low rata of interest and 
advafneing certain percentage against pi’odueed goods till they are 
marketed. Facilities for disposal of outturns at a profit should be 
given. This can be done hy having central stores foi* country-made 
goods at Calcutta and other centres fioin where distribution can be 
made to the dealers. 

Qll6$ti0fl 6B« — (/) People other than farmers get loan on hand 
notes or providing security for the money advanced from private 
money-lenders. Middle class people can get loan from Uxal loan 
offices also on the above terras. 

(//) Fishermen borrow money for meeting their personal and 
family expenses during their absence from home. They often go 
out on professional call to different parts of the (‘ountry, when they 
do not get suffitopiit fish in tli^ir own places. They generally pay 
interest at two pice per rupee per month. Seiwice-holders and middle 
class people can get money at interest varying from Re. 1-4 to Rs. 3 
per 100 per month. 

(iv) On the increase. 

Question 7.—(iv) Xo. 

Question 7 A. — (?) Yes. 

Question 7B. — (?) Although the co-operative credit societies 
grant loans at lower rates of interest, agri(‘ulturists in general cannot 
get the benefit and hence the prevailing rates of interest demamled 
by money-lenders have not been in tlie least affected. 

(//?) Want of education and confidence in one another, fear of 
Government intervention, individual liability for others. 


Part I A. — Loan Offices and Joint Stock Banks in the Mufassal. 

Question 1. — («) (?*) Jessora Loan Co., Ltd., (2) Jessore United 
Bank, Ltd., and (3) Jessore Banking and Trading Co., Idd. 

(b) (1) Narail I^>an Co., Ltd., and (2) Jhenidah Loan Co., Ltd. 

Question 2. — (c), (d) and (e) Rates of interest on short and long- 
terms in all the loan offices are almost the same. 

QUMtion 3« — (i) 4, 5 and 6 per cent, on deposits w^ith 7 days’, 3 
months’ and 1 year’s notices, respectively. 

(ii) Generally one year. 

Question 4« — (h) More than half of the funds available. 

(c) Very rarely any advances are naade to industrial concerns. 

(/) Earely any business is done in this line. 

QiMstion 5. — (Hi) No. 

(iv) Tes, not generally until the account becomes barred by 
limitation. 

QllMtion 8. — (i) Yes, on providing proper securities. 



QuMtKNI Generally not. 

i ii) (1) Office Iwarers being generally honorary have no time an J 
(2) want of experienced hands to inan^e the business. 

Question 8> — (ii) Rates of dividend paid by the various loan 
offices vary from 6 per cent, to 10 per cent. 

Question 10. — All the muffasal banks including the ones existing 
in Calcutta should be federated into a central banking institution in 
Calcutta. 

Question 11. — By opieuing cash credit accounts and introducing 
cheque system. 

Question 12. — No. 

Part II. — Indigenous Banking. 

Question 1. — Private bankers or money-lenders advance loans to 
almost all ("lasses of peojjle for all purposes with or without secuii*ty 
at vaiious rates of interest. 

Question 2. — As the local money-lenders are easily approachable 
and there are less trouble in procuring money from them, they are 
of much help to all sections of people. 

Question 4. — System of liundi is not prevalent. 

Question 8. — («’) Gan?rally no deposits are made or kept. 

(iv) No. 

Question 6. — (i) Agrimilturists have to pay interest at the rates 
varying fixun one to two pice in the rupee pei" month. The interest 
in kin(l 'varies from 25 to 50 per cent. 

(Hi) Certainly. 

' Question 7. — (i) No. 

(H) Yes. 

(iv) Yes. 

Question 10. — Private bankers cannot generally meet all the 
demands. They are obliged to refuse accommodation both for 
unacceptable nature of security and insufficiency of capital. 

Question 12. — (i) No. 

(H) No. 

Pari Ml.— Inveslment Habit and Attraction of Capitad. 

Qneetion %if^(in) Po<rt Offi(»s Savings Banks, I^oan Offices and 
co-operative banks deposits. 

(ir) Interior people do not have the facilities. 

Que^ion 2. — (t) No. 

(Hi) No, as the interest is poor and there are no Savings Banka ia 
the inferior. 

(iv) Middle claBa people. 
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Mr. Bt Maitra« M.8Ct| Partner of Messrs. Sent Das, Maitra A Co.t. 
Managing Agents of the Calcutta Chemical Company, Ltd. 

(Note. — Tlie Caloutta Chemical Co., Ltd., is a jniblie limittMl 
liability Company and the answers given beIo\c are what are experiencerl 
by such concerns only.) 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question OA. — ii) The question of raising capital by raising sharcB 
is out of question now-a-days. The only possible way of finani'e is by 
raising loans on the personal gurantee of the managing agents or manag- 
ing directors. 

No loan is possible against block assets of a company now-a-days. 

There are only one or two indigenous lieugali banks in Calcutta 
who sometimes lend money against bills of the Government institutions, 
railways, etc., at 12 per cent, interest per annum plus 1 per cent, com- 
mission, which comes to about 18 to 24 per cent, per annum. But 
even at that high rate of interest they cannot always make advances 
owing to the lirniled funds at their disposal. Short-term hundies drawn 
and accepted by the members of the management in their personal 
capacity are sometimes discounted by one or two indigenous Bengalee 
banks or l»y some Marwaris at a rate of interest between 18 to 86 
per cent, per annum. Money is s(*arce even for such transactions. 

The main soune of the loans is from the personal relations or 
friends of the individual members given to tbem us a matter of favour 
and not from any business stand point. 

The system of advancing money against goods by any bank is un- 
known to us. No facility whatsoev^jr is extended to us by any non- 
Bengalee luuik, whether Indian or non-Indian, although we are forcetl 
to do almost all our bunking business with them. 

The difficulty of raising shori-time loans at the time of their need 
seriously hamper their business. Goods of Indian manufacture are sold 
at 8 months' (uedit on the average. The price of the irniKirted raw 
materials have to be paid in advance and the indigenous raw materials 
at an average of 1 month sight. Extension of Imsiuess is nevtjr possible 
unless the company has a goo<l reserve to fall ba(‘k upon. When needs 
are pressing the company sells goods at a loss just to tide over present 
difficulties and without any thought of future. 

(ii) Co-operative credit banks or banks with State assistance can 
finance industries in the following maimer: — 

(1) By discounting bills of recognised parties. 

(2) By allowing overdrafts: — 

(a) against goods which the manufacturer needs for his own use,, 
both imported and purchased locally; 

(h) against goods manufactured. 

Goods in above cases may be kept in possession of the bank’s godowm 
and legitimate rents may be charged. Facilities for part deliveries 
may be extended. 

(3) By allowing loans against block assets of the Company, siicb^ 
as machinery, land buildings, etc. 



(■i) By helpiog industrial firms to buy madiinery by making 
mlvauces and reooveripig the same by monthly instalments. 

Investments like the above, if done with prudence, cannot be bad 
from the iwint of view of the capitalists. The chief difficulties that 
stand in their way are — 

(1) lack of proper knowledge of the valuation of the goods; 

(2) the partiality shown by bank officials to their friend constituenfs 

and naturally to overvalue their stocks, etc.; 

(3) in some cases, their utter unscrupulousness. 

It is possible that in the beginning of such a venture thei-e will be 
losses. Qoveininent might make the same up from their revenues dur- 
ing the first few years. 
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Mr. .8. M. Bose, B.A. (Stanford), M.8c. (Calif. U. 8. A.), Chemical 
Engineer, Proprietor, ‘‘-Bengal Waterproof Works;” 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 6A. — (t) (a) In the case of small industries whether a 
private or a Joint Stock Company, it is my experience that practically 
no loan is available against the assets like machineries and buildings. 
In the case of Joint Stock Companies the requirement of fixed capital 
is met from what capital can be raised by selling of shares or advances 
by the luanagement. In most cases, gi^alej- part of the capital thus 
raised is locked up in machineries and buildings and little is left 
for working capital and hence difficulties arise even in the early 
etages of a business. This also applies to private concerns in some 
cases, but they are more careful owing to limited capital at their com- 
mand and only invest a small portion of their capital in machinery 
and building and keep a fair portion for working capital, which, how'- 
ever, .soon become.s inadecpiate with inm-ease of business. Private con- 
cerns on the other hand suffer for want of adequate machineries and 
buildings as soon as they build up a certain amount of business, and 
cannot make further progress. 

(h) Small industries suffer mo.st for the inadequacy of their circu- 
lating capital. Urgent demand for such finance is met as follows: — 

(1) In very rare cases some indigenous hanks advance money for .short 
periods against bills on Government, and other well recognised busi- 
ness firms or organizations like Railways, etc., at an interest rate of 
1 per cent, per mensem plus 1 per cent, commission which comes to 
«bout 18 per cent, to 26 per cent, interest per annum. 

(2) Money is also raised against hundis drawn by the management 
<>r proprietors in their personal capacity at a rate of interast varying 
from 15 i»r cent, to 36 per cent, per annum. But this even is not 
easily available and such traiisactioiis are completed after much worrV 
and trouble. 

(3) The management or proprietors also borrow money by mort* 
gaging tlmir personal properties or Insurance policies and advance the 
laame to the business. The rate of interest varies from 10 per cent, to 
18 per cent. 



ffl) The management or proprietors of small industries also try to 
boirdw money from their personal friends egopd relations, which is 
a<|ranced to tnem as a matter of favour, but sn'oii ’Frances are always 
insignificant in amount. 

To sum up, small industries are in a chronic state of starvation for 
want of working capital. They get very little financial facilities from 
outside and practically none from banks. This forces them sometimes 
to sell off their goods at a loss or to stop manufacturing even at a 
time when there are pressing orders. On many occasions they ai-e 
obliged to give up big orders for want of finance. 

in) for providing better financial facilities for small industries, I 
beg to make the following suggestions : — 

(,1) Some banks should be established which would advance money 
against (a) bills for goods supplied, (6) stock of materials used in 
process of manufacture, purchased locally or imported and (c) stock 
manufactured goods, at a reasonable rate of interest, which should not 
be 2 per cent, over the current bank rate. 

Such stock as above might be kept in possession of banks in their 
own warehouses at a reasonable rate of rent and there should be faci- 
lities for part deliveries against part payment. 

(2) Government after proper scrutiny might assist some industries 
to purchase machineries on hire-purchase system. 

(3) I would also suggest Government aid to small industries as 
follows : — 

(f/) After proper scrutiny, loans maj‘ be given by Government in 
small sums of Rs. 1,000 to Rs. 2,5(X) in a year at a reason- 
able rate of interest, the loan to be repaid with interest 
within that year. Such loans are to l)e continued only on 
the condition that repayment with interest is made regular- 
ly within the stipulated time. I know that the scheme for 
State aid to industries in United Provinces and Madras has 
not worked satisfactorily and the reason seems 
to me to be that large sums amounting to even a lakh 
and more were given as loans to industries whose possibi- 
lities were doubtful and also without proper scrutiny. 
Loans should be given in smaller sxims and for periods of 
one year only. 

(/>) Loans may also be given by Government to small industries for 
periods of six months against bona fide Government or 
other orders, at a suitable rate of interest. 
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Mr, Sudhanya Kfimar Royi Marehant, Commiaslon Agant and Brakar, 

Domar (Rangpur). 

Pali I.— Agrieultiiral Ciadit and Credit Faeilitias for Small Indmrtrlaa. 

Quaition 1. (*) (o) (6) (c) The agriculturist obtains finance for 
his various needs from village mahajans and wealthy jotedart (tenure- 
holders) by borrowing on interest. 

(m) The rate of interest varies from 18 to 66^ per cent, 
per annum. No definite periods for repaying loans are practically 

44 
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oib8eii!v«4. tWnigk it be $tipi|leted in loan 

adyanced sometiines on siinple bonds and aometimee on ti^^t seenii^^ 
iioao against standing crops are not prevallent on this side. 4;bcHt ^ 
per cent, of such loans are secured while the rest are tpseented. 

Uii) 0o<<^r8tiye eetdetieB advance loans mostly to snch cnlci* 
vators who possess land of their own direct under zamindars. J*ro» 
fessional money-lenders advance loans to all grades of 
according to their status and credit in the locality. Merchants hardly 
advance any money direct to real agriculturists but only to thei? 
recognised paikars and hcpaiis. Mufassal loan offices and joint-stocK 
banks occasionally advance loans to small agriculturists at 37^ to 56^ 
per cent, per annum for sums not exceeding Rs. 100 mostly against 
tight securities. 

,(iv) No. 

(f) The main defects are the high rates of interest charged by 
wealthy jotedars which stand in the way of fully repaying loans. Thus 
principal and interest accumulate to a pretty large amount which the 
agriculturist in general cannot repay. Consequently the property 
mortgaged is sold by auction by Civil Court and generally passes on 
to the creditor. In case of failure in repayment of unsecured loans 
advanced on simple bonds, the creditor gets a Civil Court decree and 
attaches the standing crop of the debtor. There are occasions when 
shrewd and wealthy jotedars purposely advance money to certain agri- 
culturists on rather easy terms and allow the principal and interest 
to acc.umulate to pietty large sums in order to se(*ure from the debtor 
. certain choice and fertile plots of land in repayment of the loans. 

TJuder alxrve circumstances small agriculturists possessing land 
direct under zamindars graduaUy' turn into hargadars under jotedars 
and often flock to the towns as day-labourers. 

Remedy lies in the fixation of a fair and maximum rate of interest 
for each individual district or division, introduction of easy instalment 
system of repayment and estalrlishment of a large number of co-operative 
ojtedit societies with limited liabilities in all villages. 

(ri) No; and no improvement is possible unless there be co-ordina- 
tion. 

Question S. (t) Principal crops are sold by the raiyats in their own 
‘ home to f arias. 

Raiyats are generally unable to hold up their cixip for a better price 
for the following reasons; — 

(а) Owing to their demand for ready money for repayment of 
previous loans and payment of rent of land and taxes. 

(б) Ti'o meet portions of expenses for maintaining the family. 

(e) For want of proper storing accommodation; 

(m) ^iyats often, find it profitable to sell their eommoditias at their 
own home ijasie^d of bringing them to the market by themselves 
becada? their j^onest dealings and unadulterated articles o^red by tlieni 
dp noi rsfcli piroper prices in the open m«aJ(et while cpnhpg /nnoe 
can make money by various underhand m^ns while dispeslnir #! thft 
gooda.bongh^ from the raiyats. 
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I (itr) Raiyats almost often get ready cash for their commodities sold 
to'^ias. ' k 

(») There are equal facilities. 

(vi) In export trade hanks and bankers lend out finance to respect- 
able and recognised merchants who in their turn advance money to their 
i-ecognised dealers in the mokama (in some cases through local brokers 
and aratdara), and these dealers buy the commodities in the interior 
Juita from the fanaa. 

In ease of import trade the consumer in villages gets the article 
from the local merchants who use to import goods generally from the 
nearest big trade<'entre and in some cases direct from some big dealers 
in Calcutta or other producing centre in India. 

(vi-a) Banks and bankers chaige interest for the money they lend 
ont to the merchants, while the merchants in advancing money to their 
dealers in nwkama do not directly charge any intei-est for such amounts. 
Of course, while buying the commodities the merchants include interest 
on their capital in their pro forma charges and offer prices accordingly to 
their dealers. Hence the cultivators indirectly pay the hank’s or 
bankers’ interest on the inei'chants' capital in accepting the prices they 
receive from the farim who in their turn accept the prices given by the 
dealers. In this connection we should not lose sight of the fact that 
farina while buying goods fi-om the rai 5 fats calculate their margin 
of profit on the percentages of adulteration they will be able to pass 
and which’ will cover their pro forma charges. Thus raiyats in a way 
receive better prices from farias than by selling their commodities 
direct to merchants. 

(vi-h) Yes. (Growers and small dealers of agricultural produce have 
got no organisations and associations for controlling and restricting 
their sto«'ks from being dumped on the market, whereas manufacturers 
and exporters r)f same have got powerful oiganisations and associations 
to that effect. They do restrict the excessive pToduction of manufacture 
goods on the one hand and control the prices of raw materials on the 
other band. The growers are entirely at the meroy of these people as 
stated above [vide 2 (t)]. 

In my opinion regular growers’ associations should be started in 
every village, which should have double functions, vis., to supply 
better seeds and manures as well as to restrict excessive cnltivation of 
any particular crop any year. 

(2) To Itart a central committee with its branches in every village 
«h3re cultivators may bring their produce and get some money on the 
cash ci'edit system to meet their urgent needs. These organisations 
should hold firm the jute in their own stores instead of offering them in 
the open* market. This procedure will compel the mannfaetarers to buy 
the raw materials at reasonably better prices and ensure better return 
to the producer than he would have fot had he allowed his goods to 
be dumped on the open market by selling them to fariaa. When these 
goods are sold the central committee should pay the balance of prices 
br» crdtivators after deducting all sorts of expenses for maintaining the 
organisation. 

Perseus engaged in the movement of jute crop do not often 
get jfuM banking facilities IxwauBe ffnanoiers hesitate to advance mmmy 
freely to those traders as violent ff actuations nften take place in 
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prices of jutes due to speculators’ predominance in this market and 
manufacturers’ organised control over prices, 

{viii) Internal remittances are generally through Postal Insurance, 
up-country branches of the Imperial Bank of India where such branches 
exist and through merchants’ own men from Calcutta. 

(ia) Principal defects of the present system are— - 

(1) Branches of the Imperial Bank of India have not l^n opened 

even in many of the district towns of the Province, hence 
traders do not often get much advantages from these banks. 

(2) ’Ihe rate of exchange of the Imperial Banks on demand drafts 

and of Postal Insurance are Jth per cent, which Is rather 
high. 

Co-operative central banks have been opened not only in- every 
district town but also in most of the subdivisional head-jiuaifers. If 
these institutions take up this sort of banking with a minimum charge 
of l/16th per cent, for demand drafts, traders will get more advantages 
than at present and these banks also will become more popular and will 
be financially benefited too as they will get ample w’ork and qxiick turn- 
over of their working capitals. 

(x) In up-country trade centre transactions on Negotiable 
Instruments Act are very few. 

(ri) Yes, usance bills (commonly known as sight drafts) should 
be free of stamp duty like demand drafts and bank cheques, 

{xii) Demand drafts in general and in some cases sight drafts are 
in use in this district. Discount on demand drafts are naturally much 
less than that on sight drafts. 

{xiii) No, 

{xv) Hundis are often discounted in provincial centres. They are 
seldom held by middlemen, etc. 

, (xvi) There is no system of rediscounting hvndis in this district. 

{xmi) Occasionally railway receipts are sent to and from Calcutta 
through Imperial Bank of India and indigenous bankers. 

(xviii) Import and export trade of this particular district are only 
through railways. But in some parts of the country banks do not 
finance against bill of lading issued by an Indian-owned inland steam- 
ship company. Steps should be taken as early as possible to remove 
all such racial distinctions in commercial enterprises. 

^ Qutstion 3. (f) Lands are h®re broadly classified into three divi- 
sions — 

(o) I^owland— generally cultivated for jute and p8ddy-*-aver^[e 
value per acre about Rs. 600. 

(h) Midland— general W cultivated with jute and paddy — average 
value per acre Rs. 400. 

(c) Highlimd--<sultivated for jute, paddy, ginger, sugercane, (etc, — 
avenige value per acre Rs, 200. 

®f richly fertile land adjoining one’s dwelling preims^. are 
g|!^aia<ally used for tobacco cultivation— average value of such |dots are 
aoM Ra. 1,000 per acre. ' 
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'(») Acoording to fertility, productivity and site. Values of lauda 
giijWtt above in 3 (*) are approximate prices which may be fetched by 
pr^ate negotiations. Lands sold by Government auction for non-pav- 
mmit of rents fetch much less because aamindars often secure such lands 
foi‘ the actual amounts due as rent. I/ands sold by Court decrees fetch 
about 50, per cent, less than the values received in sales by private 
negotiations. 

QlMStion 4« (iv) Professional money-lenders, loan ofiSces and joint* 
stock banks often advance money on long term credits against mortgage 
of agricultural lands. 

(I’l Tx>an offices and joint-stock banks raise their capital by floating 
shares ip the public and by taking deposits on long term credit. Pro- 
fessional money-lenders have got their own resources of cash money. 

QWStion Si (ii) Such information can be secured only by a door- 
tn-door ^enquiry by the supervisors of Co-operative Central Banks. 

(t?) The creditors are mostly joint-stock banks (loan offices and pro- 
fessional money-lenders). 

(vi) Is increasing. 

(ix) Their number is fast decreasing. 

^x) Numerous concrete cases may be cited, e.g., acquisition of lands, 
aamindary and small jotes by the Bangpur Loan Office I<imited and 
other such banks of the district. 

(xiii) Yes, in some cases. 

(xif) By starting central stores in each village on the lines of the 
dharm<igolas of old. 

(xv) 50 to 100 per cent, on paddy loans. 

(xvi) Paddy is lent on the condition that it will be lepaid together 
with interest at the next ppdcly ciup. Both should he paid in paddy 
and not in cash. 

(xvii) Yes. 

(xriii) Yes. 

Question 6a (?) Gur-making in certain particulai- villages only. 
There is another cottage industry in this subdivision and in the Sadar 
subdivision of Dinajpur district— of hand-spinning and hand-weaving 
of jute-mats. 

This jute-mat weaving industry can be much improved and the 
spinners and w'eavers who are the generally wives, sisters and daughters 
of the cultivators, can get a better return for their manufactured goods 
if th^ things are collected and disposed of by the formation of in- 
dustrial societies in such villages. I tried to open industrial societies 
of the jute-mats on the lines of co-operative sale and supply society but 
owing to my prolonged absence from Domar it did not fnictify. 

(iit) In Bangpur district cultivators practically do not have any 
off-season. 

Qutttion 6B« (f) From professional money-lenders and loan offices 
in adjoining towns. 

^ (u) They generally borrow for marriages and other social funo 
lapns, for repaying old debts, building homesteads and for buying 
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lands, etc. Bate of interest from 18 to 56^ per cent, per annam. No 
distinction is observed in rates of interest on securea and unsacnred 
loans. 

(iii) Co-operative societies are doing some amount of service 
for tbe betterment of agriculturist by extending credit faciUties, bnt 
people generally shrink from joining the co-operative societiite because 
of unlimited liability of such societies. Joint-stock banka and l<»n 
offices are indirectly ruining the agriculturists and jotedars by finilto» 
ing money rather freely at high rates of interest which increases the 
indebtedness of cultivators and jotedant. Though Indigenous bankers 
finance cultivators at high rates of interest, they often give up some 
portions of interest at the time of repayment of the full amount while 
loan offices and joint-stock banks rarely allow any such discQ^ats. , 

[Vide reply to question 1 (r) last paragraph.] 

{iv) Increasing. 

QllSStion 7i {vi) In addition to special concessions already granted 
to the co-operative societies the following procedure for realising debts 
from borrowers should be authorised l)y Goverament and emboffiediin 
the Co-operative Societies Act, viz., there should l>e framed Arbitration 
Boards composed of local non-official respectable gentlemen in everj^ 
thana who should settle all disputes between the co-ojjerative societies 
and its debtors with regard to realisation of debts and their decision 
will be final. This will save much unnecessajy and expensive litigation 
for realisation of debts and will also expedite works of the co-operative 
societies. 

Quastion 7A. (»') If a large number of co-operative societies with 
limited liability instead of with unlimited liability be started in every 
village, then all sorts of people — not only cultivators alone — will get 
facilities for liorrowing money from such societies instead of borrowing 
fitm joint-stock banks and loan offices at high interest. Hence there 
will not arise any necessity for the central banks to advance loans to 
individuals. 

• Issuing of over draft loans against deposits of persons should be 
introduced in co-operative societies and central banks. 

(ii) If numerous co-operative societies with limited liability he 
started as suggested above, there will not be any necessity for extend- 
ing the scope for investment of funds, because automaticallj^ all culti- 
vators will borrow from and deposit in such societies without any 
hesitation. 

(iii) No; because purposes of loan offices and joint-stock banks are 
to secure for themselves large profits, hence these bodies will naturally 
try to secure deposits from central banks at the minimum interest— at 
times even at without interest. Such facts are to my personal know- 
ledge when I was a Director of The Nilphamari Co-operative Central 
Bank. I am therefore of opinion that there should he no co-operation 
between the central banks and loan offices. 

(iv) llelation between two bodies are not cordial because joint-stock 
bauhs and loan offices do not like the spread of co-operative centrai 
banks and its societies in the country. 

(c) Under present circumstances, there do not arise any necessity 
f-.fr transferring money from one place to another. But with thie 4ev«-. 
Jetpment of works stated above, transmitting money by central b^nkii^ 



ti^surjr and suljitreasuiy will be possible. Close ^latiouit 

belilieb cebibsr babies abd OoVeHitbeni tibasary ai« ibuch desirable. 

Ti. (*) Rate of inlerest has come down to a limited extent 
only to thote people who has been bold enougrh to become members of 
the c.oo|ierative credit societies with unlimited liability. If these 
Societies^*^te of limited liability they would have become more popu- 
j|a4^ viltigers and full advantages of these beneficial institutions 
tcenld hive been enjoyed by one and all, and rates of interest charged 
by loan offices and joint-stock banks and professional money-lenders 
too would have cohsidei-ably come down. 


, (it) Of course, the introduction of co-operative societies has reduced 
the nui^her of professional money-lenders to small extent, but not 
much as this movement has not yet attained full development. With 
the reduction in their business caused by the introduction of co-opera- 
tive societies the professional money-lenders are investing their sur- 
plus money in shares and depcisits of joint-stock banks and loan ofiices. 
Therefore, joint-stock banks and loan offices are more or less instru- 
ments in the hands of the professional money-lenders. 


, (mV Ignorance of the people; lack of efficient management; want 
of sympathetic treatment by heads of the Co-operative Department; 
toe much unnecessary interference and meddling by self-sufficient and 
tactless officers of the Co-opeiative Department. Rather well-to-do 
raiyats and service-holders with liberal education are often afraid of 
joining co-operative societies with unlimited liability. 

Part I A. — Loan Offices and Joint-Stoek Banks in tha Miifassal^ 


Question 1. («) (h) (c) Rangpur Smlar subdivision . — Alamnagar 
Bank Limited, Swadeshi Bhandar Limited, Baniandanga Loan Office 
Limited, Rangpur Federal Bank Limited, Rangpur Central Bank Limi- 
ted. The Bengal Live-stock liimited, Munshipara Bunking and Trading 
Limited, Rangpur Mahulaksmi Bank liimited, Rangpur City Bunk 
liimited, Eureka Stores and Banking liimited, Kiishak Bhamabaya 
Company Limited, Baherbanda .lotedars Bunk Limited, Rangpur 
Mabajan Bank Limited, Rangpur Trading Company Limited, Rangpur 
Kamala Bank Limited, Alamnagar Union Loan Office Limited, Rangpur 
Commercial Bank Limited, Rangpur Rayat Bank Ltd., Rangpur Ijeslii 
Dokan Limited, The North Bengal Bank Limited, Rangpur Loan Office 
Limited. Kaliganj Loan Office Limited, Tushvandar Jjoan Office Limi- 
ted, Nawabganj Town Bank limited, Rangpur Bank To'mited, Baishya 
Shutradhar Banking and Trading Limited, Kashtriya Bank Limited, 
Rangpur Clerks’ Trading and Banking Company, liimited, Birganj 
Loan Office Limited, Lakmopur Benami Trading Company, Limited, 
Town Bank Limited, National Bank Limited, Kakina liOan Office 
Limited, Badarganj Union Bank Limited, Badargnnj Bank 
liimited, Badarganj Loan Office Limited, Govindapur Rov Choudhury 
Bank Limited. In all 36 loan offices and joint-stock banks in the 
Rangpur Sadar subdivision. 

Nilpbamari suhdiintion . — Nilpfaamari Commercial Bank Limited, 
Nili)hamari Mahajan Bank Limited, Kamala Bank Limited, Nilpha- 
mari lioan Office Limited, Kanialkhata Bank Limited. Rilphamari 
^nking and Trading Company, Limi^, NilphUmari Lakshmi Bank 
Limited. Kilphamari Krishi Shamity Limited. The above eight Banks 
are in the head-quarter, the following are in the mafassal Ananda 
Tahdar Limited, Saidpur Commercial Bank Limited are ih Saidpur; 
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Bomar Loan Office Limited, dagatlakshmi Banking and Trad^oig (3oia« 
pany, Limited, are at Domar; a branck offioe of the Kehatriya B|mk 
Limited of Bangpur. has been opened at Dimla, a village six milee 
from Domar. Golna Proshanna Bank Limited. Altogether 14 banka 
and loan .offices in the Nilphainari subdivision. 

Gaihanda xu7><ftrt«ton.-— Gaibanda Lakshmi Loan CorMvation I4mi> 
ted. Naldanga Bank Limited, The Gaibanda United Bank limited. 
The Gaibanda Mahajan Bank limited, Gaibanda Bank Limited, Boiar- 
para Bank liiinited, Belva Ijoan Office limited, Gaibanda Loan Office 
Limited, Gaibanda City Bank Limited, Eaniapara Banjk ‘ 'Ulnited, 
Mohimaganj Ix>an Office Limited, Pirgacha Ijr>an Office Limited, Eta- 
kiimari I^oan Office Limited. Altogether 1’3 hanks and loan offices in 
this subdivision. 

Kurigram sMbij'-i'isiow.-— Kurigram lioan Office Limited, Eurigram 
Model Company Limited, New Trading and Banking Corporation Limi- 
ted. Lalmanirhat Union Bank Limited, Eurigram Trading and Loan 
Office Limited, Mogalhat Loan Office Limited. Altogether 6 bantw and 
lean offices in this subdivision. - 

Totally 69 loan offices and joint-stock banks are in existence in ihe 
Rangpur district. 

Question 3> (/) Current account 3 to 3J per cent., 6 months’ notice 
6 to 6 per cent., one year’s notice deposit 6 to per cent., 2 year’s notice 
deposit 7J to per cent., 3 years’ notice deposit to 9 pet^nt., 
5 years’ noti(*e deposit 9 to 10 per cent. Special current deposit for 
very short period 12 to 15 per cent, per year. 

iii) Five years. 

QlMStion 4. (a) Not known. 

(h) 60 per cent, 

(c) Not known. 

{d) 30 per cent. 

(c) 7 per cent. 

■ (/) 3 per cent, 

QuWtioil S> (i) No hard and fast rules are strictly observed in spite 
of such stipulated periods given in mortgage and simple bonds. 

(f») Compound interest is not charged. 

(Hi) Yes, in all cases one month’s interest is deducted in advance 
when granting loans. Nowadays a system of deducting advance interest 
on loans granted by the loan offices is being introduced in this district 
and in Jamalpur subdivision in the district of Mymensingh. It is 
stipulated in loan bonds that interest at the rate of say 3 9/16 per 
cent, per month will be charged, but if the borro^-er pays the interest 
for 30, 60, 90 or 120 days in advance he will get a discount of 1 9/16 
per cent, per month from the stipulated interest. In case th* borrower 
fails by even a day in paying the interest in advance he has to pay 
at 3 9/ 16 per cent, per month. 

(»r> For no fixed period as stated above. 

Qimtioil Bi (i) Yes, mostly against tight security and occasipnhllib^ 
on simple bonds for small amounts. 



‘^iMStioa 7. (») Money*lending id practically the only object — only 
a lew of them have some other trading business as well. About 2 d 
pet cent, of their resources are applied in trade. 

('it) Because they hare no branches of their own in Calcutta. 

QlltitlOll ti (t) At the most 25 per cent, of their profits is kept in 
the reserve fund but generally it is not invested in any other separata 
concern. The reserve fund though often shown separately in tha 
balance sheets, are always included in the working capital of the 
concern with the exceptions of a very few banks and loan ofii(‘es. 

' (?V> From 5 to 75 per cent, in this district, 

Quastion 9. (f) Mostly in Bengali book-kee])ing system, 

(it) I do not think that stereotyped uniform system of accountings 
on prescribed forms will be of much service, but certain model account- 
ing forms could be prescribed which these institutions may adopt with 
neceastkiy modifications to individual needs, 

Qu^tion 10. In the event of a creation of federation of such insti- 
tutions, naturally bigger member of the federation will be benefited 
at the (“ost of the smaller ones. So I do not believe in the utility of 
such federation, 

Qntttion 11. Loan offices as at present constituted and influenced 
mostly by professional money-lenders cannot be inducted to take the 
lisk of financing trade and agiicxilture. The primary motive of bank- 
ing concerns in independent countries is to help trade, industry and 
agrit‘ulture by freely financing them, while in our country those so- 
called joint-stock banks and loan offices are nothing better than pro- 
fessional money-lenders in disguise, whose only object is to make huge 
profits and decbire enormous dividends to a handful of sharelioldexs. 
‘‘Small profit and quick transaction” is not their guiding principle. 
Therefore a radical change in policy and angle of vision is absolutely 
necessaiy to make the^e joint-stock lianks and loan offices of real service 
to the country. 

It is my considered opinion that if loan officer and joint-stock banks 
per&ist in their present policy and method of work, the indebtedness 
of people in general will continue increasing day l>y day and in the 
long run matter will come to .such a head as will plunge the country 
in an xindescribable crisis from which she can hardly expect to get out. 

I am also of opinion that legislation should be undertaken compel- 
ling the loan offices not to declare any dividend more than 26 per cent,, 
and place a reasonable amount not less than 50 per cent, of the net 
in the reserve fund which should be invested separately 
n the co-operative central banks or such other reliable 
bodies. The co-operative central banks in their turn will be in a posi- 
tion to finance the village co-operative credit societies with these 
amounts if these societies are started as suggested above. This will 
make money available to the agriculturists and other people at a cheaper 
rate of interest which in the long run will compel the loan offices, etc., 
the loan offices, etc., to bring down their rate of interest to the minimum 
leveL 


OiMithNi 12. No. 
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QttMtion 1. Indigenous bnukdi^ of l;Ms district lebd out mone^ to 
Iiig merchants in hundis, to their o#tt village fariat for tinde ih return 
for a share in the loss and profit. They accept hundis in upHM>untry 
^ntres for discounting thein at Calcutta and vice versa, finance small 
dealem in agricultural produce on hypothecation and some time store 
certain agricultural produce, viz., tobacco leaves, dry ginger, paddy, 
«tc., on their account for selling them at the most favourable market. 

Quostfon 2> Tide statements above. 

Question 3> (a) Difficult to ascertain. 

(b) Fair volume of business. 

(c) Much less than registered institutions. 

(d) There is some amount of co-operation among themselves, but 
with other banks they have not much to do. 

QuOftion 4. They often use “pnrjas” among themselves in place, rf 
atamped hnndi papei-s. They issue and accept due-drafts and sight- 
.drafts on ordinary papers. 

Quostion 8. (i) Not known. 

{ii) To meet their demands they issue and accept “pvrjas" in case 
■of emergency. Ordinarily they are not eager to receive deposits from 

S eneral public — of course if any body voluntarily approaches them to 
eposit some money in their “ffadi*' they accept same. 

(in) They accept only current account deposits on which they pay 7| 
t*! 9 per cent, interest per annum on daily balance. They do not issue sny 
pass Imoks or leceipts for deposits received, and are ready to refund 
■flame deposits at any' hour of the day and night. 

QUiBStioA 6. (0 Already stated above. 

(it) By opening co-operative societies with limited liability as stated 
;^bove. 

(m) I hope so. 

QuMtion 7. (i) There exist some amount of prejudice against these 

-people as they mostly come from other provinces. 

(it) Not sufficiently protected. 

(Hi) Yes, at present any mention of interest in the *‘hatchitas’* 
•accepted by these indigenous bankers is not allowed by Civil Courts. 
This should be remedied by legislation. 

(iv) and ( r) System of receiving deposits without issuing any pucca 
teeaipt is far from desirable and is unsafe on the part of depositors. 
These indigenous bankers should be t*ompelled by law to issue pass 
liooks and jfM/cca receipts for the deposits they receive. 

^ QtMitiMia. (iv) They will not readily agree to any change in their 
iime-hohoured custom, 

QllMtitlll ftk Those who hate only money4ending and hundi 
iiasii make a dear profit of at least \2\ per cent* on their capitaL Bit! 
ihoae who hare trading business in addition to moneyrlending busiiiM 
^aomeiiines make very good profits and sometimes suffer similar lossas 
ioo . 
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10* Th«y r«fuM trans&ctiolis not so tftuch foi- itisafficie&cy 
of w^ktiig <wpitals as for of pai^ 

12 * (t) In case o^ failure of a good monsoon any year, 
8<nne amount of money remains uninvested. 

(it) Yes, 

(iii) If numerous co-operative societies are opened throughout the 
country these uninvested funds in the hands of indigenous bankers are 
expeoted to come to these societies as deposits, thereby enabling the 
societies to finance agriculturists and other trades and thereby benefit 
^e districts. 

12lh 

Proftssor J. C. Das Gupta, Krishnath College, BerhamporO 
(Murshidabad district). 

Part I. — Agricultural Credit and Credit Facilities for Small Industrios. 

Question 1. (/) The agriculturist finances himself mainly by 

means of loans from maliajans. The means of the cultivator here are 
verj' limited and do not permit of any outlay on improved implements 
or other capital improvements of any extensive character. Where a 
cultivator is a member of a co-operative society he takes recourse to 
the co-operative socisty also for expenses during cidtivation and for 
capital in the shape of implements. 

(ii) Loans are taken for anything between one and three years and 
rates of interest vary from 12 per cent, to cent, per cent. The cultiva- 
tor’s own land constitutes the security in a large majority of the cases. 
In some cases, however, half the standing crop is tendered to the 
money-lender as interest. 

(m) The professional money-lender .and the dealer (in cases of 
commercial crops likei juts) are the most important sources of agricul- 
tural finance. Co-operative banks are fast tending to becioma an 
■important source, but as yet they touch only a small fraction of tho 
people. Joint-stock banks are of no impoi-tance to the average agri- 
culturist ; such banks do not care to lend in small sums. The Imperial 
Bank has a still smaller significance for the agriculturist. It may he 
added, however, that with progress in the knowledge of the cash credit 
eystiem, the agriculturist may gradually be linked in an indirect 
manner to joint-stock banks. 

(v) The mahajan is often a monopolist. This is so, in the first 
place, because of the extremely small number of co-operative bank.s 
(being about 13 to a lakh of population in Bengal), In the next 
^ace, joint-stock banks are generally unwilling to extend their trans- 
actions to villages lying far away and to keep a large number of petty 
accounts with small agriculturists. Further, such hanks are by nature 
ill-fitted to cope with applications for long-term loans. 

The professional money-lender renders undoubted services to the 
agricultural community, hut not infrequently be lends where he should 
1 ^, .hoping that some day the mortgaged ornament or the land would 
tw ids. Another defect associated with the mahajan system of money- 
lending is that accustomed to operate with local money, the mahajan 
•eldom borrows abroad for local lending. 



As present constituted^ the co^operatiTa societies^ even if they 
wer» more numerous, could not luU^ ^eet the needs of the agriculturist. 
Larji^e and long-term loans are required ,ioT the clearance of debts and 
agricultural improT'eraents ; but these societies can neither make long- 
term advances nor are they able to grant loans beyond a definite amount 
to any particular individual. For a real solution of the problem ot 
agricultural finance the establishment of land-mortgage banks seems to 
be eminently desirable. 

QuMtion ^ (Hi) Yes, one has been recently started at BeldUnga. 
It has been linked to the Calcutta Wholesale Tute Society... Financed 
partly from out of their own capital. Imt mainly through advances 
secured from the Provincial Co-operative Bank. 

(ii) Want of knowledge and information on the one hand, and 
dire immediate needs for money on th“ other, stand in the way of the 
agriculturist’s realising good value for his produce. Co-operative sale 
societies may be of great use piovided (/) they are run by efficient 
managers and (2) the co-operators are loyal to such institutions. 

Quastion 3. (vi) Yes, agricultural indebtedness seems to he on 'the 
increase; growth in the number of landless labourers is an important 
indication of the same. Agricultural indebtedness, it should be 
remembered, is at once the cause and consequence of the poverty of the 
people. 

(rif) Advam'es made under these Acts have always been very meagre. 
They are of some use to the agriculturist during periods of dire 
distress, but, generally speaking, these loans are not popular in so 
far as they entail more formalities than the village loan and their 
repayment is enforced w'ith a rigidity unknown to th'^ niahnjans. 

QU6Stion 7B. (/) TTnsecured loans the agriculturist can seldom 

secure except through the agency of <-o-operntive credit societies. As 
to secured loans also there has been som“ reduction in the rate of 
interest. 

(ii) Several oases have come to my knowledge where lUonfey-lenders 
'having given up theii’ profession have become depositors of central 
co-operative banks. 

{Hi) Illiteracy appears to he an almost insuperable stumbling block 
in the way of any real progress of the co-operative movement. 
Unpunctual habits, apathy of the members owing to their lack of 
education and absence of high ideals may also be regarded as important, 
causes. 

Part I A. — Loan Offioas and Joint Stock Banks in the MufassaL ; 

Quastion 1* Nehalia, Nashipur and Berhampoi'e Banks. 

Quastion 2. The relative proportions of (a), (&), (cb (d) and («) 
may roughly be said to be as follows : — . 

(a> 8 per cent; (h) 2 per cent.; (c) 20 per cent.; (d) 26 per 
and («) 45 per cent. 

-Qliaitllll 1, Rates of interest vary between 6 pen ^ftent. for llilf* 
.j^any deporite and 8 pei* cent, for three yearly deposits: * 

^t«) 5 yean for cbaritablie institutions at 9 per cent. 
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? %H6Stion,4* (a) OoTernlnent i^xS' tether securities — 6 per cent. 

(6) Loans against immovalble properties — 48 per cent. 

(c) Loans on personal security — 40 per cent. 

*i" («) Jewellery — 6 per cent. 

QlMStion 5« (t) Six months on jewellery; one year on land mort- 

gages; three years on hand notes. The rate of interest is, roughly 
speaking, 12 per cent, on secured loans and 15 per cent, on unsecured 
loans. Loans are mostly for purposes of consumption and ceremonial 
expenies. 

(it} Every six months interest goes into the principal. 

(in) Yes, hut in such eases the interest charged is lower than usual. 

QUiStiMl 6a No, ordinary cultivators are not accommodated, but 
big land-holders — zamindars and patnidars — are accomuiodated. 

QiiMtion 7. (i) No. 

(u) No difficulties ; but as the outgoing trade is small here, bills 
drawn in respect of goods sent from here to Calcutta are not generally 
offered. 

Quostion 8> (i) About 25 per cent, of the profits; kept as a fixed 

deposit in some of the bigger banks in Calcutta. 

(ii) 1923 — 4 per cent. ; 1924 — 4 per cent. ; 1925 — 6 per cent. ; 1926 — 9 
per cent.; 1927 — 6 per cent.; (dividends declared by the Berhainjwre 
Bank). 

Qusstion 9. (i) The same as that of co-operative banks. 

(ii) Yes, and the audit rules must be made more stringent. 

Quostion 16> — Eminently desirable. 

QuMtion. 11. No. 


Part III.— Invastmant Habit and Attraction of Capital. 


Quastion 1. (ir) The answer is in the negative. In many villages 
the only institution for the encouragement of thrift is the Post Office 
Savings Bank. The postmaster is in many such cases also the scluKil- 
master and his stay at the post office i.s of much too short a duration 
to enable many people to invest their savings even if they desired to 
do in. 


. (v) It is common knowledge that development of banking and 
growth in habits of investment go hand in hand. Extension of bank- 
ing lacilitiea leads to larger investments and growth in habits of 
hlivestment accelerates ip tuni the spread of banking. Larger bwkii^ 
facilities are, thenefore; of fundamental importance for the economic 
welfans of me community. 


rTUiere is no marked desire to invest in silver. CoxnpaMtive 
city and" ittetuatdans in value combine to create an ext^^aied 
deipand for gold even fot* purposes of saving. * 



2. (t) Tee; recent changwl making 
in pa^ nave added to their p^tdaniy. 


certificates 



(m) Greater lacUiiiM swta ’to d 

\iv) Genendly epaaking, middle class people. 

{v) Jfo improvement can be looked for witbout mass education. 

Question 3i (m*) The average agricultur^^t bas seldom any surplui 
over tbe aecesaaries ol‘ life, tbe more prosperous ones «mnd their 
laoney-^(t) in improvement of tbeir bouses, {ii) in purebasing new 
lands and (in) in lending to less fortunate fellow agriculturists. 

QttOOtion 4* (t) Tbe growth of the cheque habit must necessarily 

be slow in a country like India, where less than 10 per cent, of the 
people can read or write. . 

(n) An increase in the cheque paying habits of middle class people. 

QuastiON & (i and ii) Yes, some of tbe causes being — (i) tbe pre- 
dominance of agriculture and iniral life, (ii) the illiteracy of the mass 
of the population, (in) the low standard of living and poverty of tbe 
people,, (tv) lack of trained bank employees and (v) lack of appreciation 
on the part of the well-to-do classes of the advantages to themselves of 
organised hanking. 

(tv) The opening of new branches by the Imperial Bank has led, to 
an increase in the development of the cheque paying habit. Wherever 
there is a branch, tbe trader has been benefited ; it has been, in 
particular, the means of (cheapening to the trader th? cost of transfer * 
of funds from one inland point to another. 
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Mr. A. K. Sarkar, Professor, Presidency College, CalcutlSi’^ " 

Part 1.^ — Agricultural Credit and Credit Facilities for Siuall Indua^ies. 

' Question 1. (i) It may be stated in a general way that the agricul- 

turist in the Hooghly district obtains finance from the following 
sources : — 

(1) Professional money-lenders. ” s'i ’ 

(2) Non-cultivating proprietors of holdings advancing money to 

their bargadars or bhagdars. 

(3) Traders advancing money on crops about to be harvested. 

(4) Co-operative credit societies. 

(5) Landlords. 

(6) Taccavi loans nnder Agrictidturists Loans Act. 

The abovemeutioned sourees have been placed in order of impcrtb- 
ance.- ' 

The professional money-lender does most of the ilnancing to 
the ■agrioulturist not only for his agricultural needs but also lor his 
flMi^al and other needs---houB&-building, purchase of land, etc. 

second beet financial helper to the agricnltoitol m toe^ g^ 
mam proprietcm bf the holding with vested interest 'on the toeto;^agie 
^Th^ is sure to get all financial hidp ^ 

iit a lenient rate and can repa^ his debt most oonvenienity.: wl^ 



is reaped. In certain pai-te of tke district and it way^ 

be tbroughont the whole of the Sadar Sabdivisieh, the position of thn 
bhagdar is strong in this respect. 

The nest source is the trader front outside or inside who cautiously 
advancos money on the estimated value of crops about to be harvested, 
particulaidy on crops like jute, potato and paddy. His help is readily 
available near about town areas, railway stations and other sites with 
facility for communication. 

The Co-operative Credit Society is the best organised credit agency 
for the agriculturist. But as yet its beneficent sphere is limited. The 
• rate of interest is somewhat lower than what is charged by the profes- 
sional monej'-lender. But the loan is not so readily available, and the 
strictness of the credit consideration and the official smell of the trans- 
action, make the borrower rather shy to appiwch the agency. For 
a long time to come the village money-len«ler is sure to hold his own . 

The landlords, nowadays, only in i-are cases advance money. They 
do so to settle new tenants on uncultivated lands and very rarely to old 
tenants making permanent improvement on their lauds. 

(h) The rates of interest in my district vary from 12 to 36 per cent. 
J[t iaT2*..t8, 27 and 36 pei- cent.; 2 pice per nipee per month is the most 
commonly prevalent rate. When the credit is high, the relation between 
,,Jthe parties is well e.stablished and the personal experience is favour- 
able, the rate falls. 

Foi' agricultural purposes the loans are generally taken for a year. 
For seasonal crops they are taken for shorter periods. For {capitalistic 
purpo.ses and for permanent improvements the period varies from three 
years to nine years. When a cultivator wants to puroha-se land he nmy 
rais^a loan for 9 years on the se<‘urity of the land to be purchased. 

security given and accepted is land, standing ciop or personal 
guarantee. 

The conditions are annual payments of interest which is otherwise 
capitalised. Sometimes in lieu of iiitere.st the income of the iuor%aged 
laud is pledged to the creditor. In some cases, if the loan money i» 
not repaljd ia time, the mortgaged land automatically becomes the 
property of the creditor. 

In my village the percentages of the unsecured and secured loaus/ 
are aljout 75 and 25, respectively. 

The defecis are want of sufficient loan funds and a high rate of 
inteiest. 

The re^hjii are: the credit of the borrower is low, the capital of 
the profesaioiial money-lender is small, the supervision of the credit 
transaction is costly and onerous, and the risk is great. 

The ci»dit is mostly personal. The credit due to land is lees than 
yhat it might have been for defective land laws as well as extra-legal 
mb^rference of the eamindar. 

The remedies may be found in tbe co-operative credit and the:; 
i^pply of loanable fund to the money-ieader on proper security which 
thottltt include hia credit documents ^presenting the loans he has 
ndvauced to the agriculturista. Establishment of rural hanks may her 
uwiful in this direction. 



2» Ji) ]!im0^B»eaA. nietliods bf niarketiiig th« piincipai 
diftrit'l: Am 

(а) 'Directly by the j;aiyat to the nearest market in his own 

or hired bullock carts. 

(б) Directly by the raiyat to a distant mart in his own or hired 

bullock carts. 


(c) By the raiyat himself %'ia the nearest railway station to 

Calcutta port or arats. 

(d) Through village middlemen during the cultivation who take 

possession of the crops as soon as they are harvested, to sell 
them at a profitable price in proper time. 

<c) Through outside traders who advance monej' on the estimated 
crops about to be harvested. 

<«) and (d) arc the commonly prevalent methods. 


Yeiri often the raiyat is unable to hold up his crop for a lietter 
price. 

The reasons are : his want of capital, credit and spirit ot enterprise 
— risk taking legitimate speculation. 

To pay his rent he sells his jute as soon as it comes in September, 
his paddy in January, his potato in March. He saves much in interests 
by these timely sales and loses consideiably only in cases of violent and 
unforeseen price fluctuations. On the whole, the sale is timely and 
«conomic for raiyats. 

(it) There aie good many diflicultie.s in the way of forming pools 
And of co-operative effort generally in marketing produce : 

(«) Raising capital to meet the immediate necessities of the raiyat 
— ^timely payment of rent and interest. 

(6) Initial expenses — construction of godowns, etc. 

‘ (c) Risk taking. 

(d) Supervision. 

The difficulties pertaining to (a) and (6) ma.v be obviated through 
the financial help of the central co-operative banks which can place 
eufficient funds in the hands of such pooling societies. 

But (c) and (d) are real difficulties. The risks are as great at least 
as the ^ains. Last year in my part of the district all those who stocked 
paddy in the expectation of a profitable sale afterwardf^had..«ither to 
sell it at a loss or not to sell at all for the whole year, ^ey,, will have 
to hold it up for this year also ve^ possibly. If the pri^iJ^overs in 
the coming year the interest lost through the locking up of neir capital 
will not be recouped at 6 per cent. even. 

The supervision of such societies must be a difficult |aBk7%hich can 
be efficiently done by only trained and experienced bueiness men. Their 
rembnmration must be on a high scale. Honorary supervision is not 
expected to produce the desired effect. 

I have an. ^ponence of a simple system of cooperation in marl^ing 
Tillage produce. A number of raiyats combine to hire a railway trucki 
Sometimes they place all their several carts at the disposal of oim of 
at a time in order of urgency of needs. 



' >, " .A.: 4 '' 

I like idea that the grower of produce iH doei not get the full ^ 

ralue for his produce on aueouHt of the spet^ifrtive %iii^ing and^e&(% - 
actiTities of firms and compauies dealing in eicport tirade andvpu account 
of the control of prices by these and other bodieSj is luuch miBconceived. 

The case here is not unique, but falls in level with speculative 
activities of all soits and everywhere speculation is frequently legitiniuie 
and economically beneficial as preventing inordinate fiuctuations of 
prices and helping the produce through timely purchase or sale. In 
:?:‘are cases only speculation is merely predatory or exceptionally pro- 
fitable. Ordinarily in their purchases of the agricultural produce in 
iny part of the district a necessary service is rendered by the capitalist 
middlemen, and onl;^ a legitimate profit is secured by them. 

From my personal observation I can make the following statement 
Mullick Kasim^s hat is one of the big marts in the Hooghly district. 

It is some 25 miles away from iny village. During my incumbency in 
the Hooghly College I seveial times studied the difference between the 
price, in my village and the hat, of potato and paddy. In dry seasons 
the prices seldom fluctuate by more than 0 annas per maund which may 
roughly be regarded as the cost of carriage. The wholesale dealers of 
tlie hat, I have reason to ])elieve, make only a reasonable profit in 
retelling the ailicles. The same is the case, I understand, from the 
raiyats of my village, with their transactions in the Magra Gunge, a 
railway junction and riverside mart. 

The prices of potato, paddy and lute — the main agricultural products 
of my village — readily lespond to the prices at Magra or Chinsura, and 
the latter in tlieir turn as readily respond to the price fluctuations at 
Howrah or Hatkhola. 

For a better return to the agriculturist, the simplest thing to l>e 
done is to low^er his cost of carriage by opening out roads and giving 
him other facilities for communication. 

While, as I have said, the difference in price in my village and 
Chinsura, which is some 25 miles away, in dry seasons, is only (> annas 
per maund of goods, it becHjmes as much as 4 annas for a distance of 
about 2 miles only in the rainy seasons between the same site and the 
Gurup East Indian Railw'ay Station. 

To ensure a better return to the growers only two things can be done : 

(i) to increase their power of holding up by tinrely grant of credit, and 
(it) to diminish their cost of carriage by opening out roads. 

Question 3« (i) In my part of the district, the value of land when 
highest is about Bs. 300 per acre for either suna or sali land. 

The varies in different paits of the district according to the 

nature of the^right, pressure of population, facility for communication, 
degree of amenities, health of the locality, nature of the landlord 

^-oppi-essive or sympathetic, and, finally, fertility. 

Genere^y snaaking, siina land producing suffarcane, potato and 
is reghrdea as more valuable than sail land producing paddy only. 

In this respect, there has been a revolntion since the advent of jute 
and potato as profitable crops. Formerly paddy land was more valuable. 

Bb (i) The existing indebtedne^ in my village is about 

JBi* fi,000. 

^ be made from the statements of the agri- 

and the records of the mtmeyJehders, the zamindars and lha 

^45 
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The first fi^ree soiirceg cftolbe utilised. The last item is 

dilficiiit Jp deal with but inconsiderahl|^, 

(ut) regisiary office records pa^ he utilised. 

(a) The amount of debt with land as security is about Bs. 1,000 
(mortgage deeds registered). 

{b) With ornaments a.s security' is about Rs, oOOi 

The unsecured debt is about 75 per cent. 

(i») Purposes for which the debt was incurred are in the following 
order of importance : — 

(а) Payment of rent, 

(б) Purchase of cattle, seed f^id manure. 

(c) Bepayinent of earlier debt. 

(d) Marriage and other social expenses. 

Purchase of property — occupancy or similar rights on land — is also 
a considerable item. ‘ 

(v) The debt is largely due to the professional money-lender. 

(ri) Agricultural indebtedness in my village is increasing with 
increase of property and credit of the agriculturists. It bespeaks their 
progressive prosperity. 

(xv) The prevalent rate of interest of paddy loan in my locality is 
26 per cent. 

Quastion (Hi) In my part of the country there is no period of 
unemployment for the farmer or the agricultural laboxirer. His extra 
time 18 employed in thatching the cottages, excavating tanks, hedging 
gardens, carrying goods, tapping date-palms and fish culture. 

Vegetable gardening, rearing poultry and fish culture and keeping 
cows may be the most profitable extra-time employment for the farmer. 

(ir) It will be easy for him to raise the working capital from the 
’ordinary sources. 

Pisciculture in places with railway communication can be a 
flourishing industry. There are hundreds of insanitary tanks in every 
village. If these are re-excavated by a commercial syndicate and then 
are worked with the local labour a good profit may be made. 

122 . 

Mr. K. B. Saha, M.A., Lacturer in Economics, Dacca University. 

Part I.— Agricttitural Credit and Credit Facilities for Smalt Industries. 

^luestion 1. (i) The agriculturist in my district (Dacca) is generally 
financed for cultivation expenses by the village money-lenders. The 
loans tidcen for the pti^ose are small in. amount and for short teixns. 
They are usually obtained on personal credit. When the cultivator 
ha/ no such credit he pawns ornainents. If he is a member of a co- 
operative credit society he is financed by his society. 

For capital and permanent improvement also he is gehendly financ- 
ed by the money-lender. But in this case, as the loan is usually for a 
lirge amount and for a long term, he has to mortgage his holding 
Ip^ler in entire^ or in part as it may be necessary. WheneverVib^ 



1^ to beiT^ large sum, e.g.^ for liligatioii, luarriaga, etc., his land 
is Mortgaged. * * 

In my district, cxceptinlf^tBie Madhupur Jungle tta^t pEflit* of the ' 
lands ai’e annually flooded. The crops do not so mucli depend on 
rainfall, and harvest failure is rare. 

(ti) The rate o£ interest charged by money-lenders for unsecured 
loans varies from 24 per cent, to 75 per cent, according to the credit 
of the borrowers. For secured loans which are usually for large 
amounts, the rate varies from 18 per cent, to 24 per cent. The securi* 
ties offered for agricultural loans are either ornaments or land. In 
my part of the province crops are not usually offered and accepted as 
security for loans. 

(r;) The main defect in agricultural finance in this province is the 
high rate of interest that has got to be paid by the borrower. This 
is due to the fact that agriculture is even at the present time mostly 
financed by money-lenders. The remedy is the spread of the co-opera- 
tive credit movement. 

Question 2* (i) The juost important crops in my district are rice 

and jute. The fonner is veiy largely consumed by the growers them- 
selves, and, therefore, the problem of marketing it is not very imporiant. 
"When the ctiltivator has got a surplus, he either sells it to a faria at 
his own house, or takes it to a neighbouring hat. The problem of 
marketing jute i.s much more important. The raiyat generally sells 
his jute at his own house to farms who frequently come to him in the 
jute season. 

He cannot hold up his entire jute for a better price on account of 
his wants. But he can do it to a large extent. Ordinarily he watches 
the market and sells his jute by a number of instalments. But the 
market is very uncertain and the cultivator sometimes loses by holding 
up his crop. 

(ri) {a) The principal export trade in my part of the province is 
that in jute. There are several centres of the collecting trade in jute, 
e.g., Narayanganj, Chandpur, etc. In these centres there are large 
European firms which collect jute, press it into bales and export them 
to Calcutta. These firms purchase jute at their central ofiEices and 
through their numerous out agencies in the rural areas. They buy jute 
from heparies. The beparies buy it from farim and the latter from 
cultivators. The European collecting firms in the jute centres are financ- 
ed by the Imperial Bank, while the few Indian firms are mostly financed 
by indigenous bankers. The beparies are to a very small extent financed 
W the collecting firms ; they are largely financed by money-lenders. 
The farias are financed by money-lenders, 

(5) The import trade from the ports to the distributing centres 
and finally to the consumers are mostly financed by indigenous bankers. 

To a very large extent each grade of the middlemen in this distri- 
buting trade in imported goods is financed by the next higher grade 
from which it purchases. This financing is done mainly through the 
granting of credit which often extends for long terms. 

QuflStioii 3« (t) It varies from Bs. 100 to Bs. 500. 

, (m) This value tends to be ^ual to the capitalised value of the 

difference between the economic rent and th actual rent including the 
abwabs of land. It thus depends upon ^various factors, such as ferti- 
lity, situation, nature of crops, their price, the cost of cultivation, the 
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reftt and abirabs and the fata <j| interest* Since the bnyw has ffot to 
pay a salami or transfer fee, the value also depends on this amount of 
transfef ‘ fee* 

Question 4. (i) No. - 

{it) It has not much affected the credit of the raiyat. The occupancy 
raiyai has obtained the leffal right to transfer his holding. But agri- 
cultural land -was almost freely transferred before the new Act on the 

G yment of a salami to the landlord. On the other hand^ though the 
adlord has got the right of purchase when a holding has been trans- 
ferred this right is not likely to be exercised except in rare casM and 
therefore, it is not likely to seriously affect the demand price of 
agricultural land. 

(vin) Debenture bonds. 

(ix) There should be a Government guarantee for interest only. 

(a?) There should be a proper control by the Government and with 
such <‘ontn)l there is not likely to be any considerable loss to the Gov- 
ernment. A part of the profits of such banks over a certain percentage 
may be placed at the disposal of the Government to form a common 
reserve fund to meet losses if they arise. 

Question & (i) An estimate of indebtedness has been made by 

some of the Settlement Officers during survey and settlement operations. 
Thus in Faridpur the total indebtedness was found to be Rs. 230 lakhs 
of which more than two-thirds was the share of agricultural classes (1). 
The tctal amount of debt in the district of Dacca was estimated to be 
Rs. 476 lakhs (2). In Mjmiensingh the average burden of debts per 
family in debt was estimated to be about Rs. 100(3). In .Tessore 
enquiries were made in 58 villages and the amount of debt per head of 
the total population was found to be Rs. 12-2-10 (4). In the economic 
survey of a typical B’aridpur village made by Mr. Burrows the Collector 
of the distract, it was found that out of 170 families, 107 were in 
debt to the extent of Rs. 21,780(5). Of this, R.s. 8,276 was borrowed 
from the Co-operative Bank in the village and the rest from money- 
lender.s. 

(iv) The majority of the debts are incurred for marriages. 

(r) Money-lenders. 

(vi) Increasing. 

(vti) To a very small extent. 

(*■«) Yes, but they are mostlj’’ confined to urban areas. 

{x) Yes. I know of several cases in my own village. 

(xi) To a very small extent. 

(xvU) Yes, a considerable number. 

(dfum) Yes. 

Quwtkm ®A. (*) Partly by themselves and partly by indiffenoua 
bankers. 

■ ■■■■■■■■I I I - — — .1 ■— , ; 

f i Jade, EcoaoiBic life of a Bengal district, p. 98. 

Ikgort of Dacca, p. 47. 
jSet^sient B#drt of kj^eBsiaglt, 

fiefttritfent ti ^sore, U. 71. 

iiridiritce . of ' 'Kr. Burrows the litdiaa ' CiSiniB:uafa>a. 
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; 6B» (t) banlters including money-lenders. 

Tlid' Imperial Bank lends money to such people, only trhen they can 
ofter Government securities as collateral security. . 

(it) The small trad^ borrow for trade mecessities. The others 
borrow for unproductive purposes generally, e.g., marriage, sratlh, 
unemployment, illness, etc. 

(ii?) It seems to be increasing excepting the few who bold Govern- 
ment appointments. 

Qirattion 7A. (i) No. 

Qtiastion 7B. {i) A small reduction in the rate of interest. 

(ii) To a small extent. 

{Hi) The general illiteracy of the people and to a certain extent the 
loan policy of the societies. 

Part tl.— Indigenous Banking. 

Question 1. The indigenous banker leceives deposits, facilitates 
remittance of money and finances to a large extent trade and industry 
in my district. 

Question 2. The indigenous banker does not finance agriculture 
except to a small extent. This is done mainly by village money-len- 
ders. The indigenous banker finances trade and industry by lending 
on securities or by means of kundis. 

Question 4. There are mainly two kinds of hundis prevalent in 
my locality, namely, the darjshani or on demand huiidi, and the vivddati 
or time hundis. The former is generally used in the transfer of funds 
from one place to another. The latter is used in the lending and 
borrowing of money. 

Question 5. (t) They grant loans generally by hundis or by mort- 
gage. The usual rate is 12 per cent. 

(Hi) It varies from 6 per cent, to 9 per cent. 

(tr) No, so far as Dacca is conceraed. 

Question 6. (i) See answer to Question 1 {ii ) — Part I. 

(it) By the increase t»f competition in such business or by an 
effective legal limitation of interest. 

(m) Yes. 

Part lll<— Invostment Habit and Attraotion of Ci^Htal. 

QliOit^ 1. (m) Postel Savings Banks, Postal Cash Certificates, 
co-operative credit societies, loan offices, indigenous and other fonp# 
of banks. 

(iv) No. There is a great scarcity in the rural areas. 

(v) Yes, every post office in the rural areas should have a Savings 
Bank Department. Facilities can extended by an increase in the 
number of co-operative credit societies. The use of vernacular scripts 
in Postal Savings Banks and also in cash certificate transaction 
is likely to increase investment in them. 
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(vi) There is a very lariore investment in gold and silver, '^^is is 
clear from the large annual importation of these metals to tnia coali|i:^. 
Tht^ al^nce of hanking habits and facility the may^n cause of this 
unusually large investment in gold and silye*/ ’ 

QiMStion 2* fi) At the present time they are n6t t^ry popular.^ In 
the rural areas they were never very popular. They shotild be written 
in Bengali script so far as rural Bengal is concerned^ . 

(ii) To a small extent the price should be lowered and the discount 
on redemption before maturity should also be considerably reduced. 

(ti;) Mostly middle class people. 

Question B. (i) Yes. 

(ii) Partly to the ab-sence of the banking facilities and 
largely to the illiterate condition of the mass of the people. 


123. 

Mr. Matiial Dam, M.A., Lecturer in Economics, Dacca University. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 
Question 4. (i) No. 

(ii) By granting a better and more valuable right it has improved 
his credit. 

(Hi) The smallness and fragmentation of holdings do not materially 
stand in the way of establishing long term credit institutions as the bonds 
of these institutions would represent claims upon the Associations and 
be supported by the collective security of many individual mortgages. 
In Germany, the foremost country in the organisation of mortgage cre- 
<^it, there is a widespread tendency to make small properties eligible 
and to give them special concessions'. 

(iv) A land mortgage bank has been organised in Naogaon. 
Mufassal loan offices grant such credit. 

(vi) In my opinion co-operative as well as joint-stock banks should 
be established. Any attempt to force all institutions into one form 
would be mischievous and end in failure. In the case of joint-stock 
banks a minimum capital with compulsory increase in proportion to 
business should be laid down and the principle of double liability may 
be adopted. Co-operative mortgage banks should follow the principles 
of ordinary co-operative societies as to administration, capital, distribu- 
tion of profits, reserve, etc. 

Mortgage credit should be divided into short and long term loans. 
Short terra loans are to be tho.se given for a period shorter than f5 y^s, 
the priucipal being repayable at maturity. Loans for a period exc^*, 
ing o. years aro to be classified as long term loans and should be repaytmUF 
on the amortisation plan. 

The intent charged is to be equal to the interest paid. A, low 
anuoal rate is to be charged to cover expenses and profit. Loans ehonldi 
be made with money rather than with bonds. These banks will work ' 
ui^er rigid Go'vmmment supervision so that the borrowers may get the 
Advahtage of a low rate of interest. 
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(<*), (6) and (c) In a poor country like India default of payment 
is likply to occur oftener. In case of default the lendinpr bank’s ability' 
to isilr promptly will suffer and necessarily the bonds will not be consi- 
dered good inyeststnent. .Hence the provision of a legal process for 
prompt relief in case of deftiult is imperative. All the measures aug> 
gested in {a), (b'^‘%nd (r) are in operation in Germany and should be 
adopted in India. 

. (vin) If the n^prtgage Bank be of the joint stock type the subscribed 
capital will play'ah etiually important part. In case of a co-operative 
organisation deposits from non-members and debenture bond will be the 
more important. Primary societies will have to depend more on funds 
central institutions. 

(i.r) Debentures should carr\’ Government guarantee for interest 
only. Indirect help is more healthy and I would suggest the exemption 
ot the bonds from taxation and the operation of the Stamp Act in 
addition to (rii) {a), (b) and (c) instead of Government guarantee for 
principal. 

(x) Government supervision without any financial contribution hy 
the banks. 

(xii) Yes. 


Part I A. — Loan Offloes and Joint Stock Banks in the Mufassal. 

Question 2i I have not worked out provincial or district figure.^ but 
I have drawn certain inferences from the published balance sheets of 
representative banks which I can submit later on, if necessary. 

Question 3. (/) The most general rates are — 

11) Current account money — 3 per cent, per annum. 

(2) Savings Bank account — 4 per cent. 

Deposits fixed for — 

(3) 3 mouths — 5 per cent. 

0) 6 months — 6 per cent. 

(5) 1 year — per cent. 

(6) 2 years — 7 per cent. 

(7) 3 years — 7i per cent. 

(8) 4 years — 7^ jier cent. 

<(9) 5 years — 7J per cent. 

<10) 6 years — 7J per cent. 

<11) 7 years— 8 per cent. 

Special current deposits 8 per cent. 

3wks of 1 to 4 or 5 years’ standing quote lOJ per cent, for 4 years' 
ffeposit and 12 per cent, for 6 years. This year I am informed, many 
banks are touting for deposits fixed for one year at 12 per cent. 

Special current dewsits are taken in the sowing season and repaid 
AHer the harvests. There is no fixed term and they are payable at the 
' Option of the bank. 

(ti) 1 have not heard of a dep<Mit fixed for more than 7 years. 
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4 * I ThaVte Mt worked out proportions, but I giwe jny oon- 
elusions belo# from a curlory study of balance sheets. 

(a) Almost nil. 

{h) About 40 per cent, against land. Building loans are rare. 

(c) Nil. 

(d) This is the largest group. 

(e) Not more than 1 per cent. 

(/) Almost nil. 

Quastion S. (») There is no fixed period for loans. 

Loans are generally of 4 dift’erent kinds; — 

(1) Loans on Hand notes (pro notes) or personal credit — these are 
short period loans given to the most substantial and reputable people of 
a locality and taken -for various purposes such as social ceremonies, busi- 
ness, etc. The debtor repays it out of current income, if it is sufficient 
and mostly by withdrawal of money from elsewhere where it was tempo- 
rarily locked up. Agriculturists usually are not allowed such loans 
unless they are extremely well off for business pxirposes or for temporarily 
tiding over some difficulty. A suit for such a loan must be filed before 
the expiry of 3 years (Limitation Act) from which it follows that such 
loans ai'e for short periods not exceeding 3 years. Suits are rare as 
these loans are usually paid off by the debtor to keep his reputation and 
credit intact. The prevailing interest is 12 to 15 per cent., the highest 
being 18 per cent. Debtors take these loans very much as the process 
18 secret, cheap and convenient. 

(2) Loans on simple bonds — these are practically speaking in many 
cases loans on personal security. They are intermediate between loans 
on pro notes and mortgages in point of convenience to the debtor. These 
loans are generally given to agriculturists for financing agricultural 
operations. A date of maturity (wadu) not exceeding one year from the 
date of execution is inserted in the deed, but it is immaterial except 
for calculating the period of limitations. The rate of interest per men- 
sem ranges from Its. 2-9 to Rs, 4-11 per cent., the usual rate being 
Rs. 3-11 (north-eastern part of the Mymensingh district). The interest 
rate, it should be noted, is the highest for such loans and rightly so. 

(3) Mortgage loan is taken by an agriculturist for fixed capital pur- 
poses, such as buying of land and bullocks, expenditure on social cere- 
monies and tlie repayment of old loans. Mortgage loans have to be 
taken when one has fully exploited the sources 1 and 2 above,' or the 
amount involved is very large, and required for long period locking up. 
As in the ease of simple bonds a due date, 2/3 years from the date of 
execution, is inserteil, but it is not strictly enforced as the period of 
limitation is 12 years. The right to sue accrues after the due date, but 
if the value of the properties provide a safe margin a suit is deferred till 
the maximum period. The amount lent is generally 60 to 60_per cent, 
of the market value of land. The common rate of interest is Rs. to 
Rs. 3?9 per cent, per month. 

(4) A small amount of money may be also lent on pledge of yaluabbea. 

(j-i) Generally not. 

(m) tTniversally deducted in advance. 

(ir) See answer to 6 (t). 
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iQifWtkHi i« (i) Most of the loans axe ^veh'*^* e^flcultuxists. Seip 
ans|(ref to 5 (0- 

(ii) Co-operative societies are best of all where they exist. But the 
utility of co-operative banks, as at present constituted, for long period 
loans and loans for repayment of old debts is much limited. 

These loans offices certainly provide a l>etter agency than the private 
professional money-lender because — 

(1) They are above abuses like falsification of accounts and docu- 
ments. 

(2) Money-lenders make searching enquiry and rigidly enforce their 
claims without mercy. The agent of the money-lender will go out to« 
make demands often and at the hai’vest time will take away the cropa 
from the field in lieu of pa 3 'ment. 

(.3) Monej'-lenders take a premium (selami) in addition to advanced 
intei*e8t. 

(4) Loan offices treat the debtors with greater courtesy and considera- 
tion. 

(o') Dealings with loan offices have an educative value and encourage 
the banking habit. 

Question 7. (/) Generallj’ not. The older companies used to engage- 

in trading under the influence of the Swadeslii movement, but the recent 
tendency is not to tack it on. At present at most 1 per cent, of the loan 
offices are engaged in subsidiary trading and the resources employed will 
not exceed 5 to 10 per cent. 

(it) (1) Environmental circumstances — In interior villages trade i» 
conducted on the casli ha.sis and there are few occasions to draw bills. 

(2) These banks are promoted and managed mostly- by amateurs of 
the legal profession, who have had never the business training or tradi- 
tion of the Marwaries, Shahas, Baniks and Bysacks. The essential pre- 
liminary- to bill business is to thoroughly understand the nature of busi- 
ness, to know the credit standing of parties and to keep the informations, 
up to date and thus minimise the risk. This is not possible unless one is. 
in touch with business or keeps a qualified staff for the purpose. Tha 
small amount of possible bill business does not justify the employment, 
of a truly qualified and responsible staff. The bill business is being- 
carried on with greater efficiency and less formality and cost by the pri- 
vate mahajaus. 

QUMtion 8* ({) There is no fixed proportion. It is kept in deposit 

with other banks in the district. Investment in Government security 
or purchase of cash certificates is rare. Deposit with the Imperial Bank 
or the bigger joint stock banks is very often not easy, nor would it ba 
much helpful in a crisis. 

(ii) The average rate of dividend during the last 5 years has beep 
between 2o to 30 per cent., in a number of cases 50 per cent., and in rare 
cases 80 to 100 per cent, have been paid. 

Qmttimi 9. (i) They keep accounts strictly on the cash system, a. 

few have recently adopted the mercantile system. 

(m) a uniform system of accounts and balance sheets should be pres- 
enbed. It may be mentioned to their credit that most of the loan officea 



present supply much more detailed iniomation and explanations than 
the big joint stock banks do. 

CftlWtion 1<h Federation into a central bank keeping a reserre of 
oash and lending power is the sure-st way to ensure the maintenance and 
smooth working ot the entire system. There is abundant proof that the 
loan offices are convinced of the necessity, but mutual rivalry and p<»- 
sibly personal considerations are delaying the final steps. If a provin- 
cial central bank is not practicable now, a series of central banks for 
smaller areas might be established, to be federated into one central bank 
later on. One such bank for the Jamalpur area, one for Bogra and one 
for Bangpur or better still for the Northern Bengal districts are urgently 
needed to avoid possible trouble in the future. 

Question 11> Loan offices as at present organised and managed can- 
not take a bigger share in financing trade. In my opinion the utility 
■of the loan offices lies in their specialising in financing agriculture. 
Financing of trade and supply of credit (long term) to agriculture go ill 
together. By a combination of these 2 types of business the cost of the 
banking service may be kept very low', but s\ich a combination is not 
justified by past Indian experience or foreign practice. To sum up com- 
bination is desirable, but not expedient. 

The usefulness of these loan offices to agriculture w’ill depend upon 
the cost of the services rendered. To reduce this cost the interest 
allowed on deposit has to be kept reasonably low’. This again depends 
upon the basi<; factor of confidence. In my opinion, confidence in loan 
offices, can best be generated and maintained if Government control and 
supervision is adopted in some form. I do not suggest direct Govern- 
ment help or responsibility but a standard set of rules of tlie game to be 
laid down and enforced by Government. 

Qutstion 12. So far as my information goes up to now, a loan office 
failure is an event of rare occurrence. There may have been stray cases 
but the losses also have been insignificant amounting to a minute part of 1 
per cent, of banking deposits. 

But this comparative freedom from failures does not necessarily prove 
iheir strength. So far they liave not passed through any severe crisis 
-except the War time run of 1914 and the loss of confidence in Bengal 
country banking due to the failure of the Bengal National Bank. Then 
I must pay a compliment to the average Bengalee depositor. But for 
his good sense and cool headedness the loan offices would have been 
nowhere to-day. Perhaps he is less panicky than the average depositor 
in foreign countries. 

One point of their strength is that they are local banks with a per- 
«onal touch between the depositor and the bank. Times have been when 
calls w’ere made for payment of current account money or matured 
■deposits and the banks had no cash in hand. In all .Wch cases the 
dii'ectors would request the particular depositor to wait for a few days 
or give other excuses and the depositor w'ould not take it amiss as he 
has confidence in them. 

' The source of weakness and possible danger to these banks lies in the 
following:— 

^ ,(1) The very low percentage of paid up capital and yeserve to lia- 
biliti^. Theoretically a bank need not have any share capital, but in, 
practice it is necessary as it safeguards the creditors and forces tlw}: 



sharfrlxolders to take proper care of the business. The presence of an» 
uncalled share liability does not chanfre the position as it is of no help 
to the bank as a going concern. The identity of interest between share* 
holder and creditor (depositor) does not exist in case of banks of say 5 
years’ standing. 

(2) There is a common set of people in every locality mostly law- 
yers, who have made it their profession to promote banks and supple- 
ment their incomes in fees as Directors, Setjretaries, Supervisors, Mana- 
ging Directors, etc. Of course, lawyers have excellent opportunities of 
Knowing about the credit and legal standing of parties, hut it is doubt- 
ful if they have the necessary knowledge of banking practice and 
principles. 

(3) The more the number of banks the merrier are the professional 
bank promoters. The existence of about 200 loan offices in the Janial- 
pur subdivision alone is probably due not to any genuine deinand for 
such facilities but to the enterprise of these people. Something like this 
obtains in Bogra. Jamalpur and Bogra have probably been over- 
banked. The same man obtains loan from different loan offices at the 
same time and probably on the same security. He overborrows and 
brings all the banks into difficultie.s. 

(4) For the first 10 or 20 years of operation it may be easy enough 
for a loan office to divide fat dividend, but the trial begins when the 
time for realisation of mortgages comes. This is how many big loan 
offices have become zemindars. Ownership of land may be a sound 
investment for some, but it i.s not the right kind of investment for loan 
offices. 

Due to all these considerations I am disposed to think that the seeds 
of a difficult crisis have been unconsciously sown and before long the 
country will have to pay the price of experience and wi.sdom. The pau- 
city of long period deposit.® and the universal preference for special 
current account deposits in recent times Ls perhaps a timely warning. 


Part III. — Investment Habit and Attraction of Capital. 

Question 1. (i) The existing banking resources in this province may 

be classified into (1) the Imperial Bank of India with 3 branches in 
Calcutta and ten others in the district town, (2) the Exchange Banks 
with 14 offices in Calcutta and one each at Chittagong and Howrah, (3) 
the Indian Joint Stock Banks with 16 offices in Calcutta, (4) the Co- 
operative banking system with officers in villages, subdivisional and 
district towns and the Provincial bank in Calcutta, (5) Banks and 
Itoan Offices which do not find a place in the “Statistical Tables relating 
to Banks in India” but number about 600, (6) Post Office Savings Bank 
and Cash certificates and (7) the Indigenous Bankers. 

(it) It should be noted — 

(1) Banks are both inadequate in number and extremely unequal in 
distribution as out of ^ banking offices operating in Bengal (statistical 
tables, 1927) 34 were in Calcutta alone. 

^ ^2) That outside Calcutta Exchange Banks are represented by two 
offices (one at Chittagong and the other at Howrah), while the big Indian 
Jhint Stock bankers are represented by only one office at Asansol. 



(3) It follows that Bengal minus Caleutta has to depeod for bankintjt 
facilities on the Loan offices, Co-operatire Banks, Postal Savings hank 
and the mahajans. 

(in) The following encourage savings — 

(1) Postal Savings Banks and Cash Certificates. 

(2) Co-operative banks- — primary and central. 

(3) The Savings Bank department of the Imperial Bank and others 
such as the Central Bank of India, Llo.yds Bank. The Postal Depart- 
ment plays the most important part in this respect. 

(iv) No. 

(r) The public should be provided with fuller facilities by the crea- 
tion of new nuvchinery as well as by the improvement and extension of 
existing ones. 

m, 

(1^ Investment Trust Companies have proved most helpful in 
America by geographical, industrial, qualitative and even international 
diversification of investments and consequent spreading of the' risk 
involved. I very strongly propose the same machinery for India spe- 
cially on account of the evil of unscruplous touting for shares and the 
ignorance of the investing public. 

(2) At present shares are generally of Rs. 100 per value, Rs. 10 
shares are an innovation during the post-war boom. To encourage 
thrift, diversification and extension of community of interest, I would 
suggest Rs. 5 as the standard par value of shares. Such a reduction in 
the par value would give all the benefit of the partial payment plan. 

(3) As the average Indian investor is a man of small means and can- 
not afford to lose, the Government should do well to give hints about 
investment in widely distributed pamphlets. 

As for improvement of existing facilities (1) the innovation intro- 
duced by Lloyds in allowing Savings Bank depositors to draw cheques 
has been in the right direction and should be universally adopted. 

(2) The rate of interest allowed by the Imperial Bank is too low. 
Generally speaking it should not be lower than the interest on Govern- 
ment loans and the interest shall be credited quarterly or hulf-y early 
instead of annually. 

Extension of facilities is not possible without the opening of new 
branches and it depends upon the initiative and self-interest of the bftnks 
themselves. 

Extension in the smaller interior places is possible only by an expan- 
sion of the postal system, it being the least costly. At present post cfiBcet 
down to sub-offices can transact Savinjrs Bank business. In special 
cases branch offices are allow^ to tack it on. I suggest a much widet^« 
use of the branch offices in this respect. 

(vi) The use of gold for ornamentation has increased, but burying of 
(ZTold ftud ftilv6r expressly for the purpose of ipvestnieiit hAn 
darned greatly. During the last War the habit revived temporarilvv 
f??/ **^*7 viRager had its stoiy of how so agd w 

hidden gold mohurs, etc., but- the present generation is extremely un- 
lucky in this respect. 

(t) Postal Cash certificates are popular bbt this pbpil? 
ligity has suffered on account of the reduction of the rate of interwt. 
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t^Oi'inci’eakBe po|>uiarity (1) Cash cartifieKftes should be issued in the 
veniaeular if so diHred, 

(Zy they should be freely transferable by endorsements, 

(3) they should be payable to the holder at any jmst office other than 
the office of issue without the formality of identification, 

(4) wider advertisement’ in vernacular. 

(ii) Present interest rate certainly requires revision as the purchase 
of a cash certificate is virtually a lock-up fund (principal and interest) 
for five years and as such deserves a preferential rate. In my opinion 
the rate should not be less than li per cent, above the rate for Govern- 
ment loans. The denial of interest before the expiry of 12 montlis is 
a fraud in the name of thrift. It would be well if a method of paying 
accrued interest at the option of the holder once in the year could be 
fidopted. 

(in) The Savings Bank system is not moving with the times. 

(1) Cheques should be allowed to be drawn. 

(2) Payment from savings bank accounts to ordinary bank accounts 
and vice versa should be allowed free of cost and formalities. 

(3) The rate of intere.st is long out of date and should be immediately 
raised to the rate on Government loans. 

■(4) Interest should be credited quarterly or half-yearly. 

(5) Interest should be calculated from day to day or alternatively, if 
this is too expensive, on the lowest balance on any date between the close 
of the 5th day and the end of the month. The suggestion of the 5th day 
instead of the 4th is supported by practice in other lands. 

((>) Agencies for the collection of deposits may be maintained in the 
interior. 

(ip) Labourers, petty service holders, the middle class and salaried 
officers who often use it as current accounts due to the ab.seuce of other 
banking facilities. 

(p) It cannot be the aim to attract the richer classes. Steps neces- 
sary to make the system attractive have been indicated in 2 (Hi). 

(vi) When cash certificates yielded 6 per cent, they competed with 
Banks to a certain extent as they pay 5 to 6 per cent, on deposits fixed 
for one year. But it ought to be remembered that cash certificates draw 
funds from a new class of people to an important extent. Prom my 
experience I am in a position to state that many who would keep their 
eavings in hoards or mortgages took to this new type of investment 
Instead due to its rafety and satisfactory yield. It has done much to 
^Ifducate the people in the banking habit and the banks will in due course 
Ifap the advantage of this education. 

Treasury bills are helpful to banks in the slack season ; but they are 
disturbing and exercise a tightening effect in the busy season. The 
Government should make it a practice never to sell them when the bank 
rate m above 5 per cent. 

(O The Government affords few facilities. Thelmpe- 
ris^Bnak gives advances at low rates and enables investors to make pay- 
ments in instalments. 



I am not in favour of gf anting special facilities to the small agricul* 
turists as it wouW mean a drain of funds from agriov^ture. 

The small investor at present enjoys the opportunity of buying and 
selling Government securities through the post office free of brokerage. 
If left at the custodv of the post office the interest is automatically cr^ 
dited to his savings Wnk accM>unt twice in the year and no income-tax is 
deducted. Further encouragement should be given in the following 
manner: — 

(1) A portion of each loan should be set apart for iubscription by 
small investors and they should be satisfied in full before any large 
allotment is made. 

(2) Payment in convenient instalments should be adopted. 

(3) At present the post offices do not entertain applications for a new 
loan when floated. This is a hardship for people where there is no 
Imperial Bank office or Government treasury. In being forced to buy 
later on at tlie market price he may be liable to a loss on account of 
premium. In my opinion the Government should arrange to receive 
applications for new loans through post offices. 

(4) The time taken to put through a transaction through a sub-office 
is not less than 3 weeks and all tliis time tlie money which must invari- 
ably be deposited at the time of applying earns no interest. Transac- 
tions should be expedited and interest at the savings bank rate should 
be allowed on the money deposited in advance. 

(ii) In this country banks as a rule do not give expett advice to the 
investing public, nor are they properly equipped to carry out the direc- 
tions of their clients on the commission basis. 

(in) Agriculturists spend their surpluses in buying bullocks, land, 
improvement of dwelling houses, repayment of old loans, on social cere- 
monies or ornamentation. They keep the money with themselves pend- 
ing expenditure. 

Service holders and the middle class invest their savings in land, 
loans on personal security, mortgage or pledge, bank or postal deposits. 

It should be noted that everyone with savings small or great is a 
money-lender (actual or potential) in this country. Even widows prac- 
tise it. 

(iv) Yes, farmers lend to fellow agriculturists and on lesHJavourable 
terras than the mahajans. Often a prosperous agriculturist will borrow 
money from the mahajan not for his own use but to lend it to others and 
make a profit. - 

Question 4. (<’) While it is true that the amount of cheques is on the 
increase as indicated by clearing house figures it is nevertheless a facir 
that the habit must be of slow growth here as it depends upon 

(1) the expansion of banking facilities, 

(2) density of population, , 

, (3) relative importance or industries and agriculture, 

(4) literacy, 

(5) the scale of income and expenditure, 

* (6) the proportion of wholesale to retail business, 

. (7) the habit#^ of the people in making payments, and several other 

..factora. ■ . 



|(li) It is «X{»ected to be em^uraging'. * 

{Hi) The commercial classes who have occaaidiis "lo make large i>a y~ 
meuts iu big cities having proper banking facilities. 

Payment of Government servants and other above Rs. 100 by cheques, 
would be salutary if widespread banking facilities existed. At present 
similar cheqiies employed in paying certain classes of employees has a. 
very limited use as they are almost invariably presented for cash. 

The growth of the chetjue habit depends upon many factors [see 4. 
(t)] and is incidental to the cheque habit. 

Vernacular scripts should be employed when so desired. 

QlMStion (k (i) It is too much to say that it is of very slow growth in 
view of the increase in Government loans from 145 to 358 crores and 
;in the paid-ui) capital of joint stock companies from 80 to 264 cnjres^ 
between 1913-14 and 1923-24. Under changed circumstances the pace 
of growth would have been quicker. 

(ii) Lack of confidence has been the most important subjective cause* 
of slow growth and this lack of coniidence was the inheritance of pre- 
British days when there was no security of property and no settled legal 
principles. Illiteracy is another cause. Inadequacy of banking facili- 
ties is the most vital objective cause. 

{in) (1) Establishment of Investment Trust companies and exten- 
sion of banking. 

(2) Publication of approved books on the principles and methods of 
investment. 

(3) Piiblic lectures. 

(4) Thrift campaigns like those carried on by the Treasury Depart- 
ment of the United States. 

(5) Government propaganda (by advertisemenis) in regard to 
Government loans. 

(tr) On the whole the opening of new branches by the Imperial Bank 
has been beneficial. 

(1) It has given an impetus to banking development in the area. 

(2) It serves as a model bank in the locality. 

(3) I| serves as a bankers’ bank. 

(4) There is a class of i»eople in India who would believe none but the* 
Government and this class has been enabled to have the services of 
modern banking, as in popular opinion the Imperial Bank is a Govern- 
ment Bank. I think, it is here that the Imperial Bank has rendered the 
greatest educative service. 

m 

Mr. SaMiindra Nath 8 mi Cuptai Professor of Economiesy Rajondrft 

GoflogSb Farii^r. 

IA«— Loan CNIiaos and doint Stock Bmka in the Mufassal. 

There are three joint stock banks a| the town of Fari^ur. • There 
ate joint stock banks also at the aubdivisional headquarters as well as 
at important choukies like Bhanga. A Bengal mufassal bank lenda 
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jnaiuly on the mortgage of land. A notable bank in thia district, as 
its annual report informs us, has recein^d a fixed deposit of about 
JKs. 27 lakhs at about 6 per cent, per annum and a current deposit of 
about Bs. 2^ lakhs at average rate of about 2 per cent, per annum, it 
has invested about Bs. >11 lakhs in Government promissory notes and 
oiher Government securities at an average rate of 3f per cent, per 
annum ; has deposited with other banks more than B|. 7 lakhs at an 
average interest of probably not more than Bs. 6^ per dlft. per annum 
and has a cash of about Bs. H lakhs in hand. Amoant loans granted 
by it TO its clientele over Bs. 1*1 lakhs is on land and zamindari 
mortgage. There are about 2,00U shares of Bs. 10 each, 
amongst the holders of which the dividend is distributed. Though 
there was no abnormal loss in the year under review and though only 
4) small amount of money was added to its sinking fund (and nothing 
to the reserve fund) there was no dividend paid. From these funda* 
mental facts it seems probable that business is not progressing on 
true lines there and that the bank is not making much profit from its 
investments on land mortgage which seems to constitute the bulk of 
its investments. This is a typical bank in Bengal. The point to be 
noted here is that, there is no genuine progiess on right lines in indi- 
genous banking in Bengal, and the reason is that the prospects ot 
tiade and industry are overlooked by these banks. The usual case in 
Bengal is that as soon as a (mufassal) joint stock bank has earned a 
reputation and has thereby sucqeeded in attracting a fairly large 
fixed deposit, it fails to pay any dividend. The reason seems to be 
that the directorate largely consists of men who are unacquainted with 
the nature of trading, industrial or banking business and with whom 
safety is all in all. But this is not banking. The result is the 
acoumulution of a large unemployed^ deposit wJiich eats up all profits. 
The Hilton-Toung Currency Commission (1926) suggested in its re- 
port the desirability of building up a sound banking system in this 
couutiy. It might be long before this country will have* a good bank- 
ing system, which depends first on good bankers and next on State 
. patronage. 

Advances to industrial concerns specially to the cottage industry 
ore not made by the inufa.ssal banks, because in the first place these 
banks have not the width of vjsion and foresight of fostering indigen- 
ous industries. Yet if the local industries could be developed they 
would have been the main pillars of these banks. As long as the 
mufassal banks would remain in the hands of inefficient men, cottage 
industries would receive little help from them. The economic con- 
dition of Bengal, nay of India, urgently needs the reor^nisation of 
the local industries. They are not an anachronism even in these days 
ot mass production and various sorts of industrial combinations. But 
capital is not the only thii^ wanting. For the development of these 
indigenous industries, the Government’s Currency .policy, fiscal policy 
and trade policy have all to be revised. Material support also is urgently 
■required attd the Govemmeat of Bengal ought to put into effect 
theoState Aid to Industries Aet without any further delay. 

rwr 111 iiiu i|ivnuiii wsnififigt 

jiimOltrii 14. SMctljr speahingr, there are no indi|;«mous banks 
%Jfct»gal. Bankiiif btrttnees oi^ised, owned and managed by one 
fl^vidual, as ie to be found in Europe, is practically non-existent in 
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this proviace. So^kars and mahajans cannot truly be called bankers 
as deem it no part of their business to attract dejrasit and collect 
tha more or less idle monev^'al^und them. Their fundamental, if not 
the only, function is to lend money on security of land, on some 
occasions on personal security. When the inoneyJiender elects to lend 
on a note of hand which is an unusual case, he makes sure first of all 
that the man has enough good land, and as soon as the crop is han^est- 
ed he commls Jiis client to repay the debt in full. The rate of iuter^ 
est is exoA)ftant, sonietimes too high. 

It will nof be just to say that the mahajan in this district, or in 
this province in ^neraL does not assist in financing agriculture, trade 
or small industries. His fault lies in his extreme greediness, over- 
cautiousness and relentless rate of inteiest. He is a shrewd obsei'ver of 
men and things and can understand very’ well which loan is intended 
for productive purposes and which not, and being a local man, knows 
his client, his capacities and antecedents well, but he is not broad- 
minded and far-sighted and looks only to his own immediate gain 
and nothing else. Yet he is (and will long be) the friend and guide 
of the peasant. Mr. F. 1). Ascoli rightly sayvs : “Out of every 150 
agriculturists in India now, only one obtains the benefit of accommo* 
datinn of a village bank ((‘o-operaHve), and that for every rupee 
advanced by the village bank, Its. 258 a!e still advanced by the 
mahajaiu’* 

The mahajan, since he mainly does business with his own capital, 
does not mu<‘h observe any proportion betw’een his investment and 
cash in hand. He employs agents around him in different villages 
and they supply him all business information. The amount of 
capital handled by the average money-lender in this district seems to 
be between Rs. 1,5(K) — Bs. 4,()00. Regarding expense it seems to be 
true that the money-lender is put to all sorts of expenses and vexa- 
tions rn Some cases and that his investments are not always liquid. 
When the trouble, expense and costs of litigation, are fully taken 
into consideration, it seems probable that in those cases though the 
nominal rate of interest is very high, the net return obtained is not 
much above what a modest rate w’otdd bring in. But cases like the 
above are exceptions iiow’-a-days, and on the total vohiine of his bu»i» 
ness, the money-lender makes a good profit. Though (competing with 
one another, there subsists between the muhajans of the same locality 
a feeling of amity, and referetu’e is freciuently made by one to another 
regarding the habits, solvency^ and business morality of an intending 
borrow’er. It is not unusual, further, on the part of a small money- 
lender to liorrow from a bigger one and here the rate of interest is not 
much different from the corresponding rate in ''lie mufassal loan office# 
and joint stock banks. Money-lenders in this district often borrow 
from loan offi(*e.s and banks but seldom have they any connection with 
Calcutta banks or wdth the Imperial Bank of India. Hundis are handled 
by some money-lenders especially tradesmen money-lenders and by the 
dealers in jute for transferring money from a district town to Calcutta, 
but the Government is now jilaying a more and more prominent part 
in providing facililies for the transfer of rupees from place to place. 

QlieitiMi 5-*. I am not aware of any village money-lender in this 
district feceiving deposit and handing over anything like a checiue 
to his elient. Regarding his lending which is mainly on land- 
mortgage, he looks to his rate of interest first. If interest can be 

46 
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rei^larly obtiun«d he does not in many cases shaw any anxiety for the 
pnneipai. Even if interest accumulates and is added to the prihcipid 
every 2 or 3 years, he waits for some tinierloniet' and tries to get back 
his money by resorting, other means failing, to law before it is too late, 
i.e., having due regard to the party’s debte and assets. 

On mortgage of land not more than 40 per cent, of the estimated 
value can be obtained by way of loan. The rate of interest is 36 per 
cent, or so. If the loan is on personal security a 37 *5 ^t^ is hot 
phenomenal. When the principal is paid and the interest* is also 
received in kind, as i.s sometimes, though infrequently, the case here, 
the rate is something like Its. 3f)-^0 per cent. But here the loan is a 
short-term loan. An effort towards reduction of the rate of interest is of 
great benefit to the agriculturist though loans for unproductive purpose 
should not be much encouraged. Cheap money to a poor and illiterate 
peasantry is not an unmixed blessing, yet for an efficient carrying on 
of agriculture cheap credit is essentially needed. Efforts have simul- 
taneously to be made for removing illiteracy and accustoirtfng the 
cultivators to a higher standard of life that will lead to 'higher 
standard of efficiency. An increase in the number of small local babies 
and loan offices scattered over the district would tend to Idwer the 
abnormally high current rate of interest exa(;ted Vjy the mahajan. 
Encouragement by Government in this most vital matter is long.over- 
due. 

These banks will attract deposit and lend at a reasonable rate of 
interest. The inahajans will cultivate acquaintance with these local 
(joint stock) banks and the peasants also will make use of them. The 
rate of interest will, under this state of things, quickly tend to fall. 

There is much prejudice in every village against the mahajans, 
notwithstanding the fact that it is he who stands by the cultivator 
in his hour of difficulty. The reason for this is the mahajan’s motive 
, for dishonest aggrandisement, his usurious rates of interest and' relent- 
less exactions. Neither is his business always conducted on strictly 
honest lines : cases of documents not being leturned even after the 
transaction had determined, payments not being regularly credited and 
compulsion for frequent addition of interest to principal in a new 
document are not infrequent in the law courts of most of the Benga.1 
districts. The reason for this sort of treatment lies in the inequality 
of position of the parties and the extreme helplessness of the peasant. 
The mahajan, it may be expected, will mend his ways and conduct his 
business on sounder' lines w'hea there is a greater stress of comnetition. 
I*, would further be of real benefit to the country if these people could 
be persuaded to carry on their business as private limitea companies, 
thus putting the’r business in lines with the local joint stock banks. 
A genuine banking spirit only can persuade them to change their 
policy. These people are to a certain extent pTOteeted in law in the 
seiMte* that the courts do not go behind the contract and do not much 
dispute the validity of the interest that has accumulated, though 
according to a very high rate of interest. 

■ 

Quastions 12^11* The sowkar sometimes refuse _4eBt«iid for 
accommodetion owing to an insufficiency of working capital, hut more 
frequently on account of the unacceptable nature of the seenfi'^ (^r> 
«d. -The* biminese of this class of people could be linked ^ wi^ the 
cratral money market through local banks with locals, dSvectora^^ 
numerously established at important trade centres of each district with 
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branches of the Calcuttf joint stock banks and of the Imperial Bank 
whwever and as far as possible to serve as conduit pipe between the 
indigenp^ banking sy^em ami the Calcuttr. money market. The 
numerous local banks mentioned above will be in active touch with 
the money-lenders on the one hand and the branches of the Calcutta 
joint stock banks and of the Imperial Bank (where it exists) on the 
other. An efficient system of lending and borrowing amongst these 
three sets of organisations has to be evolved and this will go a long way 
in linking the local markets with the Indian money market. This 
seems to be a wholesome custom; the Bank of England even goes out 
into the market and borrows to regulate the money market. There 
will of course, be some competition between the raufassal branches 
of the Calcutta ioiut stock banks and of the Imperial Bunk with the 
local banks in the matter of attracting deposits and securing customers 
among rooney-lenders, but their superior position as banker's bank will 
alleviate bitterness and the comiietition will not be unwholesome and 
nnmstruot^ve. Branch banking is allogetlier unknown in India. 
The ecoiaotnic transition through which India is passing demands the 
opening of branches in good numbers by Indian banks of position and 
this will help to link the countryside with the cities in (innncial matter 
and actively tend to foster and develop internal trade of the country 
which is far greater in volume than her foreign trade and which has 
been and l)eing badly neglet'led. 

Question 12i The mahajans have surplus funds in their hand, not 
because of the largeness of their total supply of capital in relation to 
the agricultural and other local demands but because of their over- 
cautiousness. What part of this money, yvhicii is not required to be 
kept in hand for daily transaction of business, they would be willing 
and able, to invest w’itb local banks, if a closer relation betw een these two 
sete of business subsisted, cannot he accurately guessed; hut if there is a 
fair degree of give-and-take, this idle money in the vaults of the maha- 
jans might to a large extent find their w’ay into these banks. Further, if 
these local banks bad shaken oft' their conservative habits and short- 
sighted policy and could learn to take a genuine interest in encour- 
aging and fostering the small industries and trade about them, this 
money would have been a great advance in right lines. As it is, a 
substantial portion of the idle money of the mufassal banks and loan 
offices flow to Calcutta as long-term deposits to 2 years), as was 
witnessed .after the Bengal National Bank lollapse, two years ago. 

Part III. — Investment Habit and Attraction of Capital. 

Questions 1-3, For the encouiagernent of saving there are the co- 
operative credit societies and Post office savings banks (where thejr 
exist) and local banks, mainly at the district and subdivisional head- 
quarters. There are also the postal cash certificates for sale. There 
is no other notable institution to attract deposit. The people living 
in and around a district or subdivisional headquarters as well as those- 
around a nml*' post office or co-operative credit society, have facilities 
for the investment of their savings. As a matter of fact only the 
hkadmlog Section of the people resort to them. The peasants amongst 
whom litera;^ has not made any headway and most of whom are verj' 
poor, wb^her they dwell in the vicinity of or away from one or 
another of those institutions, do not make any use of them. The main 
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ratson ifl that they lire a staadard of life below one neoeasan to cnitis 
rate a banking' habit. To cultivate the habit of bhnkmg, the Bengal 
neaaantry most emerge from their chronh; peretty and ignoranee, mW 
nave a higher standard of life aalsittg from aqgd in its tom again lead^ 
ing to a higher standard of efficiency. And for all this primaiy’ 
education is indispensable. It is a pity that even after a con* 
nection for over one century and a half with one of the greatest 
nations of Europe which has been shaping her ihsstiny all the time, 
93 per cent, of the population of British India are yet illiterate. Un- 
less some efficient arrangement for imparting compulsory primarj^ 
edimation to these millions be made, it will be unwisdom on the part 
of an^y institution on the land to trj’^ to ascertain what investment 
facilities they have or have not and to what extent the medieval habit 
o{ hoarding still lingers amongst them. 

The Bengal peasant, as soon as he has put iiy a small amount of 
Rs. 5, tries to lend it to a neighbour and (borrowers are never wanting) 
at a high rate of interest though also at a high risk at the attpe time. 
This is practically the only means of investment with the'lat|fer )na»s 
of the peasantry. They also save in a good year in ornameiitS*'a8 well 
as in coin though it does not seem probaWe that any large amount of 
coin is lying in their hoard in this way. They also invest their savings 
in better housing as well as in agricultural outfit. Many of them also 
try to buy land, more often to sell them and the tin houses they made, 
as soou as an unfavourable tide appeared. The statement seems to be 
true that the ireasant inclination to invest any large (in his estimate) 
amount of money in ornaments is less keen as it is often less easy 
to jjersuade the womenfolk to part with the same in times of need. 
These apart, the peasant in a good year spends money on un])roductive 
purposes like horse, bullock and boat racing, criminal litigation, etc., 
of these the races are less condemnable being less unwholesome. Re- 
garding investment in post office savings banks a degree of abhonence 
among the Bengal peasantry is in evidence in many places on account 
of the fact that withdrawal of money always entails an irksome and 
diffi('ult process. There is little or no use of the post office savings 
banks by the Bengal peasantry. 

The postal certificates are not unpopular among the microscopic 
portion of the hhadralog class, their popularity directly depending on 
the rate of interest. The average niufassal bank of reputation gener- 
ally receives fixed deposit at Rs. 6 or Rs. 6-8 per cent, per annum. 
So they are the effective competitors of the cash certificates. The joint 
stock banks as well as the mufassal lianks and loan offices, not without 
some reasons, look with a bit of jealousy on these activities of the 
Government though it is also true at the same time that many of 
them cannot find adequate employment of their cash and so cannot pay 
any good dividend. The real cause of a large amount of cash lying 
idle in the vaults of the above hanks may he attributed to the directors’ 
ignorance of trade, their unwillingness to run risks and their over- 
cautiousness. However, a degree of jealousy there is, and the unwill- 
ingness of some mufassal hanks to co-operate with the Gp:|intpment in 
matters of bhnking investigations is to an extent due to*3fe<>u8y _^and 
apprehensions. 

^Idimtinnir 1 B Cheques are used by the commercial section of the 
|N>eple as well as the men of means in cities like Onlcuilaf .^mhay, 
ilearas, Rangoon, XaraeM, Canmpone, and I^ore and its ffise in the 
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al>!OiF«' .. cities has been graduallv on the up grade, though owing to 
variation* in the piooedure of ^e clearing houses these tigures do not 
hociu'ately reflect the toj^ business activity, of this country. 

■ ^ . . ■ 

Cteoring Houses Statisiics (tn lakhs of rupees)^. 


1918- 19 4,32,19 

1919- 20.... .20,90,60 

1920- 21 29,76,54 

1921- 22.; 20,24,90 

1922- 23.! 20,60,08 

1923- 24 18,03,01 

1924- 25 18,00,36 

1925- 26 16,88,53 

! " 1926-27 16.09,57 

' 1927-28 16,74,69 


The abolition of the stamp duty under the 8ugge.stiou of the Hilton- 
Young Commission has given increased facilities to those already us- 
ing it but it has not extended its use in the lesser towns and villages. 
There ai’e some actual difficulties in the way of an extensive u.se of 
cheques by the V)ulk of the trades and agriculturists, viz., (1) that they 
have to be drawn in a set form, (2) that a single mistake or erasure 
leads to their refusal and that (3) they cannot be drawn for small 
amounts. But the fundamental fact is that an extensive use of the 
cheque is possible only in a community which has reached a 
high .stage of economic civilisation and is also blessed with a high 
level of business morality among its members. 


126 . 

Dr. Upendranath Ghosh, M.B., D.P.H., District Health Officer, 

Birbhum. 

Part I. — Agricultural Credit and Credit Facilities for Snuill Industries. 

Question 1. (//) The rates of interevst charged in this district 

(Birbhum) vary from 15 to 24 per cent, per annum. The period for 
repayment varies from 6 months to several years in accordance with the 
purpose for which it is taken ; generally it is 6-7 mouths. The nature 
of security is generally agricultural lands on mortgage but not the stand- 
ing crops. 

The percentage of secured to unsecured loans varies according to the 
amount of the loan. For sums le.s8 than Hs. 50 unsecured loans are the 
custom, and for sums greater than Rs. 50 security is required. The 
percentnge%f unsetuired loans to secured loans seems to me 60 
to cent, numerically and 40 to 60 per cent, in amount. 

(t?) The defects in the present system of financing seems to me (a) 
the high rate of interest charged by the indigenous bankers, (6) delay 
ih obtaii^ttg the loan for the purpose f<^ b'hich it was meant due to 
the various processes of inquiring, finding enrety, registering the mort- 
gage deed, etc. 
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The remedies are (a) low rate of intel^est by the establi^iMiiit of co> 
operative credit societies, (b) prompt payment of the loans by fite central 
basks to the village banks (c) propaganda for the establishment of these 
b^ks And propaganda showing the raperior merits of these banks dver 
individual bankers. 

Qirattion 2. (m) There are only two co-operative sale societies in 

llirbhnm district. They are constituted on co-operative principle by the 
membership of local middle class men and linked to the central banks pf 
this district. At present they are financed by the raising of share capital 
nmongst the members and taking loan from central banks. 

In my opinion although they do not experience much difficulty in 
finance yet their proper management suffers from (a) ignorance of the 
raiyats as to the existence of such banks, for want of propaganda and 
(b) want of confidence of the raiyats in such management. 

(vi-h) It is true that the grower of produce in India does not get the 
‘ full value always. In Bolpur town of Birbhum district there ai^ no 
less than 22 rice mills and I have learnt that these mill owners have 
combined together with regard to the purchase of paddy from the 
growers and dictate prices to them. The grower has no other alteVnativb 
but to sell his paddy to any one of these owners. For ensuring better 
market I think the alternative i.s to start co-operative paddy sale societies 
at these places, at least where there are rice-mills. 

Part lAr— Loan Ofllcas and Joint Stock Banks in the Mufassal. 

Question 1. (a) Birbhum Central Co-operative Bank. 

Suri Friends’ Union Co-operative Bank. 

(b) Eampurhat Central Co-operative Bank. 

(c) Nalhati Central Co-operative Bank and Viswa Bharati Central 
Co-operative Bank at Bolpur. 

Question 3. (/) — 

At Birbhum At Suri FrienHs* 



Central Co* 
operative 
Bank. 

Per cent. 

Union Central 
Co-operative 

Bank. 

Per cent. 

For current amount 

.. 

• . 

For si-v months 

. . 3 

• . 

For one year 

.. 6 


For two years 

.. 6i 

6| 

For three years . . 

.. 7 

n 

Endowment 

. . . . 

7| compound 
interest. 

Monthly . . . . .... 

The longest period is 3 years. 

Part II.— Indigenous Banking. 

6 


Question 2* In Birbhum district indigenous banks or bankers 
finance (a) agriculture to the extent of 15 per cent, of the total needs, 
(b) trade, very little to an extent of 2 per cent, and (c) industry to the 
extent of 25 per cent, of the total needi. 



727 


■ : 7. (*) Yes, there is a prejudice, though to a lesser degree, 

Birbhum^ district against |he indigenous banker as ' he is decried by 
the peopde in the Bengali term " Soodkhore,” which means interest- 
seekers. 

(it) These bankers are not sufficiently protected in law because Urey 
have been found to run after the debtors in order to avoid court which 
means lots of expenditure. 1 know of cases where the banker incurre4 
the expense of Rs. 150 in order to have a decree of Rs. 100 only. 

(in) Yes, by (a) quick disposal of their cases at law courts, (6) 
arbitration at union court, (c) bj- giving quick facility in registeringf 
their mortgage deeds. 

(tv) Yes, on sound lines when the investment is on secured loans. 

(v) The existing defects are («) time limit of hand notes, litigation, 
poverty of borrower, etc. 

The suggestions for remedy are — 

(rt) Protection by increasing the limitation period to 3 years in hand 
notes. 

(b) Disposal of complaints at union courts. 

(c) Facility for quick registration. 

(d) Low rate of interest to be paid by Goveimnent on floating loans 

Question 8, (i) The means are quick disposal of their complaints 

in court and abolition of income-tax on those bankers who will lay 
out money below 4 per cent, of interest. 

(ti) By registration of all indigenous bankers and linking them to 
other bankers as to their facilities in hundis, cash credit, etc. 

(iii) Yes, only to those who will give loan on a small rate of interest. 

(h') I do not think there would be any objection provided the charge 
of registration be nominal irrespective of the capital. 

Question 9> My idea is that in Birbhum district the net return is 
12 per cent, per annum. 


Part Ml.— Investment Habit and Attraction of Capital. 

Question 1 . (<) The existing banking resources are post offices, 

Imperial Bank, joint-stock banks, co-operative banks, individual bankers. 

(tit) For encouraging savings there are post offices, co-operative banks 
and joint-stock banks. 

(tv) The public are not provided with full facilities. 

(t?) Yes, by opening a network of post offices and village co-operative 
banks in the villages. 

(vi) It is a general practice amongst the Bengalees to hoard money 
by investing in silver and gold ornaments as well as in cash rupees. 

Question 3. (Hi) The richer class of Birbhum district keep their 
naoney at Calcutta banks or in Government securities. The money- 
lenders keep their currency notes at their iron chests. 

The raiyats keep in silver coins at their houses for fear of fire at their 
thatched houses. 
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Tery recently I jbave found an instance irhere a plmder an^^n^ey* 
Jender of this Jhitrict died in September 1939 and on hie 4eaih 
24,000 in silver was dug out of a pucca closed hole kept apart 
othbr sums at his possession. This money was kept apart sohuj 

and it was never meant for his own use or of lending #> otnbis. 


128 . 

Mr. Saral Kumar Outt, M.L.C., Barisal. 

' [The answers generally refer to questions o| the district, Whe^evpr 
provincial questions are discussed, they are cleally stated in the answers. ‘ 
Some questions are not answered on the ground of ignorance Of 
inability.] 


Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Questton 1. (i) (a) The agriculturists of the district of Bakar^anj 
generally secure loans from mahajans (professional money-lenders) or 
t money-lending landlords and from co-operative credit societies (though 
to a small extent) for meeting expenses during cultivation. ' ' 

(h) For capital and permanent improvements, very little is done by 
the cultivators. A very small number of them may get capital under 
the Land Improvements Loans Act in the (colonisation or khas mahal 
areas, 

(c) For other special needs, e.g., on failure of monsoon, agricultural 
loans are issued by the Jiocal (iuvernnient on joint responsibility. But 
this is seldom done at present and the system is known to be almost a 
myth. (Keferenc-e is made to the grant of agricultural loans at police- 
station Gournadi in Bakarganj.) 

(?'/) The rate of interest charged by the money-lenders ranges from 
15 per cent, to 30 per cent. Loans are granted by them for a»e season 
and the security accepted by them is mortgage of lands or hypothecation 
of crops or botli. Tw’o methods of mortgaging lands are common among 
them — Jnisudi and hlmi hhahtshi. Tlie former denotes that the pro- 
ducts of the raortg-aged lands are to be enjoyed by the creditor in lieu 
of interest till the loan is paid back in full, while the latter implies that 
the mortgaged pioperty is to be given in the possession of the mortgagee 
for a certain definite period for the satisfaction of the loan, and on the 
expiry of that period the property is to be returned to the mortp'agor 
free of encumbrances. The “ad interim usufruct goes to the creditor.” 
Vide “Landless Labourers of Bakarganj” — an article by Saral K. Dutt 
published in Forward, August 28, 1927. The Jaisudi system is falling 
out of use owing to some restrictions put upon it by the recent amended 
Bengal Tenancy Act. 

The co-operative Societies generally advance short term Wus to their 
members on imlimited liability. Their rate of interest generally ranges 
from Bs. 9-6 per cent, per annum to Rs. LS-fJ per cent, per annum. 

(m) The bulk of the agricultural finance is supplied by, private 
money-lenders or money-lending landlords. The central co-f^pmfttive 
bank* have also begun to advance such finance through rural societies. 
T^ere is no hi^ch of the Imperial Bank of India anywhere in this 
diftij|ct. The joint-stock banks, the indigenous hanks and bankers do 
not render any substantial assistance in this line. 
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" The professicoial money-leiuiera care very little for improviof^ the 
position of the agricalturistB. They lure more or lesa land-grabbers and ^ 
deHg'ht in the adverse circumstances of the cultivators. “Sontetinves*'^ 
tike miiii^-lender is entrusted with the payment of rents to the lan^ord^ 
which'he doee lor sometiines, always keeping an eye to tlie adversity of . 
tile cultivator. If an opportunity offers itself, the usuf rtu tuary jaortg^eer * 
intentionally allows the rent to fall into arrears with the result that thie 
landlord puts up the mortgaged property for auction sale for default, 
the mortgagee himself making the purchase. Thus he kicks out the 
tenant and himself steps into his shoes.” (Vide Landless Labourers of 
Bakarganj.) So, the more these money-lenders are driven out of ther 
fi$j|d the oetter for the agriculturists. But this ought to be done very 
carefully lest there is paucity of tinance and capital is made scarce. 

There is also some defect in the method of financing through co- 
operative societies. (See ‘‘Aim.H and Ideals of Agricultural Co-opera- 
tion in Bengal” by J. M. Mitra, m.a., Registrar of (/O-operative Socie- 
ties, page 4, paragraph 4.) Cheap credit instead of improving the sol- 
vency of the cultivators sometimes leads him to heavy liabilities. The 
cultivators are never used to a habit of thrift and mostly illiterate and, 
therefore, this system, instead of serving as a boon, may act as a curse. ' 
I would recommend establishnieut of co-operative sale and supply 
societies in large numbers. The central sale and supply societies should 
organise village societies and finance them. The village societies should 
advance money to their members for purchasing bullocks, seeds or other 
implements of cultivation and put a lien on the standing crops of the- 
borrow’ers. The money thus invested should be realised in kind during 
harvest times. The crops thus received will be stocked in the store- 
rooms of village societies and will be disposed of in the most j>rofital)l» 
maanisr either amongst the members or to other purchasers, thus elimi- 
nating the middleman’s profit. Practically this profit will be utilised 
by the members of village societies by virtue of their co-of>erative acti- 
vities and they will be betiefiied by receiving their profit in the shape 
of dividends. The central society will have to help the village societies 
in clearing their stock, if necessary, by purchases for big dealers or for 
consumers’ stores. 

These sale and supply .societies will also enable their members to get 
a good price for their products. The (ailtivators are generally ill off to- 
bold up their products. Professional money-lenders really enjoy the 
profit of marketing and sometimes profiteer by cornering. TheSe 
advantages of the money-lenders will permanently be banished, if sale 
and supply societies can successfully make hold-ups for their members. 

(v) There is at present no co-ordination among the various credit 
agencies of this district. Some sort of co-ordination is necessary. 
Tbere ought to be a federation of co-operative societies and the duties of 
that body ought to be — 

(1) settling of disputes among different societies; 

(2) adjusting of relations with regard to questions of jurisdiction 

or otherwise; 

(3) Jmding out new groiinds for extending co-operative activities; 

(41 propaganda work by lantern lectures and big posters and 

charts; 

(fi) miscellaneous; 

(fi) arranging facilities for internal remittances. 
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Qinstion 2« (i) The principal agricultural crops are jute and paddy. 

. Ai regards jute, the following meth^od is obserred. "There are at pre« 
Mnt as many as four agencies between the cultiyator and the mills br 
ihe export market. The farm buys small quantities and sells them to 
^he bepari. The bepari who is financed by the makajan or aratdar pbssea 
it on to the baler” .(vide The Barisal Exhibition and Some Proldems of 
the District— Chapter Agriculture, page 9). 

As regards paddy, the heparies go to individual cultivators and 
collect paddy and carry it to hats for sale, whence the farms purchase 
for big dealers and exporters. The f arias transport rice or paddy to the 
•distributing centres from local hats at an interval of three to seven days. 
■Sometimes the individual cultivators bring their produce to the h&ts 
for sale, where the f arias make large scale purchases, e.g., Premananda 
Shaha of Barisal, Faria Patti, Barisal. In this connection I beg to 
invite attention to the observations of the Registrar of Co-operative 
Societies made before the Royal Commission on Agriculture. “The 
small heparies go in boats from door to door or to hats and there they 
purchase the paddy which is carried by them to the big centres of rice 
trade such as Angaria, Baga, Champta, Neamati and Jhalokati. The 
buskers at those places purchase the paddy on one hat day and sell the 
husked paddy on the ne.xt hat day. The rice is then purchased by 
traders who either stock it or eximrt it to Calcutta according to the 
slemand. In many places, where paddy is not stored in arat, it is sold 
to local dalals who are generally paid Rs. tl as dalali or commission per 
100 maunds sold. Very often paddy dealers advance money on condi- 
tion that principal and interest are repaid in kind. The rate of interest 
charged on these transactions is generally very high and the value of 
paddy in such circumstances has no relation to the market price.” This 
^reat export trade is almost entirely in the hands of outsiders. 

The raiyat is generally improvident and thriftless and not very 
:8olvent. He is. unable to hold up his crops. He has to pay the 
' ntafuijan heavy interest and the landlord his rent. So he is compelled 
to dispose of his prodmds under pressure. He is thus always deprived 
of the advantages of holding up. 

(ii) I think there is great possibility of forming pools on co-operative 
lines at exporting centres and different bandars. I beg to refer you in 
this connection to Moffit’s “England on the Eve of the Industrial Revolu- 
tion,” Chapter VIII, Organisation of Distribution.” Attempts might 
be made on the same lines as the clothiers of Leeds and Wakefield did 
4>n the eve of the industrial revolution. See also the Danish system of 
marketing on co-operative lines. See also P. Mukherjee, “The Co- 
operative movement in India,” pages 166-176. 

(in) There are three agricultural purchase and sale societies of 
limited liability with 8,969 members and another central co-operative 
-sale and supply society with twelve affiliated rural societies in different 
pa^s of the district. The rural societies are at present being financed 
bylthe central society. There is certainly stringency of funds owing to 
the inability of the central sofdety to finance them. The btdk of the 
finance of the central society is derived from loans from Provincial Co- 
Of^ative Bank of Calcutta. Co-operative sale and supply society is 
still in its infancy in this country. The public do not, therefore, have 
innch confidence in this new enterprise. It needs greater bacldng of 
ihe co-operative provincial bank tot financial help. 



■ (’vt) (a) and (6) I beg to refer to my anawere to question 2 (t). 

(vU) If borrower means “grower” I should suggest a reply on the- 
follomng line. The ignorant and the illiterate growers of jute cannot 
make any forecast of the probable demand. It is the foreign market 
that offers terms and thereby dictates tenns. Reference may be made 
to Mr. Sarkar’s Council Debate, dated 16th December 1927, on “Espoi-t 
duties on jute.” 

Qirastion 3* (i) The value of land per acre where miscellaneous crops 

are grown ranges at a minimum calculation from Rs. 600 to Rs. 700. 
The value of land per acre, where there are two rotations of crops, ranges 
at a minimum calculation from Rs. 400 to Rs. 450. The value of land 
per acre, where there is only one crop growing, may range at n modest 
calculation from Rs. 300 to Rs. 350. The calculation has been done 
on the basis of money-value of produce per acre and increasing it ten 
times on an average (refer page 10, Chapter Agriculture, The Barisal 
Exhibition and some problems of the District, and “Landless Labourers 
of Bakarganj” published in Forward, August 28 1927 and also J. C. 
Jack’s “District Gazetteer” and also the same author’s “Survey and 
Settlement Operations Report ”). 

(u) The value of laud in Governmenf auction for non-payment of 
revenue is generally the highest if the sale notihcation gets publicity 
as the land is sold free of all encumbrances, but in the event of sale by 
court decree the purchaser is required to have recourse to law foi- annul- 
ment of encumbrances under section 167 of the Bengal Tenancy Act and 
consequently the land will fetch a lesser value. In case of purchase by 
private negotiation, no uniform rate can be ascertained. 

Question 4. (/) Formerly there was some legal impediment but that 

has been considerably removed by the amended Bengal Tenancy Act. 

(»/) The amended Bengal Tenancy A<^t has greatly imi)roved the 
credit of the agriculturist by granting him a right of transfer and such 
other rights as that of digging tanks, raising pucca buildings, cutting 
trees, etc. 

{in) The smallness and fragmentation of holdings certainly stand in 
the way of securing long term credit. 

{ill) There is no land mortgage bank in this district. 

(r) The question does not arise. 

{vi) Land mortgage banks on co-operative lines ought to V)e started 
at once in this district. That might save a good many landholders of 
this district from financial ruin. 

A reference is made here to the article of Dr. J. C. Sinha of Dacca 
University on Land Mortgage Banks, and also to the working of co- 
operative laud mortgage banks of this province. 

I should suggest the following points in running a land mortgage 
bank: — 

(t) All loans of the party concerned should be liquidated by the 
land mortgage bank by giving advances from its fund. 

(tt) The landed property ehould be mortgaged to the land mortgage 
bank. 

(m) The property should be managed by the land mortgage bank 
as is done by the Court of Wards. 



(iv) Such a bank should b« empowered to issue certilicates for 
recovery of arrear rents due by the under-tenants. 

(via) All possible sources should be tapped. In the infant stuge it 
cannot but count largely on funds from central institUtMua. 
Debenture bonds are not issued by the local bodies of this 
district. 

QUMtiun 5> (/) The rural indebtedness of Bengal amounts to about 

60 crores of rupees. This statement was made by the Begistrar of Co- 
operative Societies while giving evidence before the Boyal Agricultural 
Commission (vide “Rural Indebtedness — 600 crores in British India," 
an article written by Clemens Dutt, published in Forward^ April 28 
1928). 

(iv) Barring out the last two items, all others are responsible for the 
rural indebtedness of this district. 

(i?) The professional money-lenders are, in the main, the creditore 
and the co-operative societies are also to a small extent. 

(vi) The agricultural indebtedness is on the increase. 

(vii) To a small extent. 

(ix) There are eight Kabulis or itinerant money-lenders in this dis- 
trict. They have invested more than a laJiii of rupees and the rate of 
interest is generally charged at 150 per cent, per annum. They invest 
money on demand promissory notes and realise money by intimidation 
and sometimes by coercion even. 

(a;i) When a money-decree is passed in a law court, the trying court 
sometimes takes into consideration the provisions of the Usurious Loans 
Act in forming a judgment. But this has recently been circumvented 
by a High Court circular- An amendment of the Usurious Loans Act is 
necessary to make it obligatory. 

, (a:ii) No standard rate of interest is followed by courts in either of 
the cases. 

(^iii) Yes. I do not know any other way. 

(«r) Vide answer (v) of question 1 — my observations on the estab- 
lishment of sale and supply societies. 

(j^i‘) The quantity of paddy, charged as interest in sxich cases, ranges 
from an equal amount of paddy advanced as loan to one-fourth of the 
quantity lent out. 

(a^rii) Yes. 

(atviii) Not necessarily, it is sometimes due to ignorance and habit of 
following the stereotyped way. 

Quastion 6. (i) Only gwr-making and garden produce are extant. 

(it) The raised land of the district is particularly suitable for date- 
,paln^, of which there are about 10^ lakhs according to settlement report 
of 1915. There seems to be a very considerable future for systematic 
cultivation of date-palms in orchards and for the treatment of the juice 
in iron sugarcane mills. The^ boiling pans and mills hired out by 
Mmeas. Ben wick A Co. of Eustia have already been tried in some parte 
of Bengal with excellent results. (larden produce ought to be improved 
by hieing them scientifically by the uee of manure Mtd other necessary 
improvements. 
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- ^fit) In answer to this question I would refer you to pages 81 to 
86j Chapter on Industries in “The Bartsal Exhibition and some pro- 
blems 01 the District,’’ There are some very;geod suggestions. 

_ Eice-milling might be taken up with the introduction of S. C. 
Mi^teir’s Bice Husking Machine, Government Industry De^^mrtinent, 
Free School Street, Calcutta. The cost of such a machine will not be 
more than Bs. 25. 

Babu Nares Chandra Deb of Hijaltala, Barisal, has made two inven- 
tions: Ball thread making machine and sat ft root pulping machine. 
These can be usefully employed in preparing saiti food and ball threads. 

(tv) From co-operative banks. 

QlMStiOB 6A> (/) From loan offices, joint-stock banks and private 

money-lenders. 

(ii) By granting State-aid to industries (vide Sj. Nalini Baujau 
Sarkar’s proposed State-Aid to Industries Bill) and by protection — Vide 
S. C. Hitter’s (Industrial Engineer’s) Note before the Tariff Board. 

Quustion 6B. (?') Some facilities are afforded by loan offices, joint- 

stock banks and co-operative banks and professional money-lenders. 

(it) The purposes for such loans are : — 

(1) family jirovision; 

(2) marriage, Sradh and other social occasions ; 

(3) litigation ; 

(4) repayment of earlier debts. 

The rate of intere.st in cases of secured loans are 9 per cent, per 
annum and in cases of unsecured loans varie.s from 12A j>er cent, per 
annum to 18 per cent, per annum. 

(n?) Yes, on the increa.se. 

Question 7. (/) There is practically no relation existing between 

these different types of credit agencies. 

(lu) Yes, it is desirable that such finamdal concessions should be 
granted to stimulate the growth of the co-oj)erative movement. The 
primary societies may be allowed to have recourse to certificate proced^ire 
for recovery of loans instead of going to civil courts for execution of 
decree. 

Quertion 7A. (/) Co-operative central banks should not be permitted 

to grant loans to individual members, but might do that to the depositors 
in special cases. 

{Hi) No. 

Quostion 7B. (f) There has been a falling off of interest on secured 

loans. 

(Hi) The factors that operate against the -rapid spread of co-operative 
banks in rural areas are : — 

<1) Mischievous propaganda of the money-lenders and the monev- 
lending landlords. 

(2) Ignorance and illiteracy. 

(3) Difficulty of communication and inaccessibility to the head- 

quarters of the district. , 



(4) Want of expert co-operator« and paucity of departmental, atvff. 

(5) Communal feelings. 

(6) Want of propaganda and demonstration on cow>peratiTe lines. 

Part lA. — Loan Oflleoa and Joint Stook Banks in tho MufaasaL 
Question 1. (a) (1) Barisal Rinadau Samity, Ltd. 

(2) Barisal Loan Oflfice, Ltd. 

(3) The Khairabad Loan Office, Ltd. 

(4) The Popular Loan Office, Ltd. 

(6) The Sholak Loan Office, Ltd. 

—these are the loan offices at the district headquarters. 

(h) There is one loan office at Patuakhali subdivision, The Patua* 
khali Loan Office, Ltd., and another at Perojpur subdivision known as 
Perojpur Loan Company, Ltd. . There are two loan offices at Bhola and 
one at Jhalakati. 


Question 2. — 



Paid-up 

Capital. 

Reserve 

Fund. 

Short- 
term 
deposits 
(not ex- 
ceeding 
one 

month. 

Intermedi- 
ate deposits 
(repayable 
within two 
years). 

Inter- 

mediate 

deposits. 

Long 

term 

deposit. 

The Perojpur Loan Co., 
Ltd. 

The Patuakhali Loan 

Bs. 

20,000 

12,000 

Rs. 

6,000 

4,000 

Rs. A . P. 

10,609 0 0 

Nil 

Rs. A. p. 

(Deposits 
are not 
accepted 
for more 
than two 
years’ 
notice). 

Nil 


Rs. 

! 28,000 

Omoe, Ltd. 






The Sholak Loan Com- 

13,811 

1,000 

578150 

11,013 8 0 


20,917 

pany, Ltd., Barisal 






The Popular Loan 

12,615 

Nil 


2,861 0 0 



OfBce, Ltd.. Barisal 







The Khairabad Loan 

15,485 

6,500 


7,925 0 0 

, , 

38,605 

Ofhee, Ltd., Barisal. 

Rindan Sami^, Ltd. 
Barisal Loan Omce, Ltd. 






21,325 

• • 

86,848 i 2 4 

4,22,053 *0 9 





Paid-up 

Capital. 

Reserve. 

R^narkg. 


Rs. 

Rs. 


Bhola Loan Associatton, Ltd. 

15,622 

4,500 

There ia no deposit 
xepayalde till aft^ 
two years. 

Bh<da lUiiilm .. 

Ri' exista in nmm^ iooly* ■ 













736 


3* (») 9 per cent, per antiu^ at five years' notice. 

8J per cent, per annnm at four years’ notice. 

7^ per cent, per annum at three years’ notice. 

7^ to 6 per cent, per annum at two years’ notice, 
to 4^ per cent, per annum at one year’s notice. 

3f per cent, per annum at three months’ notice. 

3 per cent, per annum at seven days’ notice. 

(ii) Five years. 

Quwtion 4. («) There is practically no sum invested in Govern- 

ment or other marketable securities. One loan office, namely, Itindau 
Samity, has invested a portion of its reserve in Postal Cash C'ertificate.s- 
and Government securities. 

(b) Loans against immovable properties form a great portion of 
investments: nearly 40 per cent, of the total funds. 

(c) Advances to industrial concerns are practically nil. Parties 
utilise loans sometimes for industrial purposes and pay thetn back with 
interest. 

{(1) Loans on personal securities form the bulk of investments and 
they come up to f)0 per cent, of the total funds. 

(e) Loans against jewellery are 1 per cent, of the total funds. 

(/) Negligible proportion. 

Question 5. (/) No hard and fast rules are observed. Rates of 

interest on loans: — 

Rupees lo to 19i per cent, per annum on land mortgage. Rupees IZ 
to 15 per cent, per annum on ornament security. Rupees 18 to 22 per 
cent, on pro-note. 

(ii) Yes: 18 per cent, to 25 per cent, per annum. It is charged: 
yearly. 

(Hi) No such rule is generally followed. 

(iv) No such conditions are laid down in loan offices. 

Question 6. (i) No. 

(ii) Certainly they cannot do it better than the co-operative societies-^ 

Question 7. Strictly speaking instead of banking these loan officer 
take to money-lending. 

Question 8< (i) Usually less than one-fourth of the profits is set apart 

as reserve. This fund is generally placed in other banks of longer 
standing or on very good and safe investments or in “double locks"' 
or in Government securities or postal certificates. 

(H) The rates vary from 5 per cent, to 15 per cent.; only Binadais 
Samity declare<l a dividend of 18| per cent, in 1927-28. 

QllOStion 9> (i) There is no uniform standard. 

(*'*) Yes. 

QlMStion lOi 1 admit the desirability of such a scheme. Attempts' 
lire tuready being made in that direction. 



Question 12. One case. One loan office, known as Barisal Bank, 
Ltd., had met with dismal failnre. The ^nses of such a failure were 
XI) lack of supervision, (2) unsafe and bad investments, (3) speculations, 
«.g., starting a weaving factory and financing it. 

Part III. — Investment Habit and Attraction of Capital. 

Question 1. (/) The banking resources of this district are very poor 

«nd insignificant. 

(ii) The means are not worth mentioning. The Central Bank autho- 
rities tried to introduce home-safe boxes and I do not know now far 
they have succeeded in popularising it. 

(iv) No. 

(v) Yes. 

{vi) The Muhammadans of tliis district invest in silver ornaments 
and the upper middle class in gold. , 

Quostion 2. (/) Not very popular, their popularity will be increased 

if their value is raised. 

(ii) Yes. 

(ni) The Savings Banks render facilities to the localities wliere there 
are post offices. But a great portion of this district has no postal 
arrangement. 

(ir?) Literate upper and lower middle class people. 

Question 3. (i) Only Cash Certificates are available here. 

(ii) No other facilities. 

(Hi) Illiterate agriculturists, if they are in a position to hoard money, 
keep their deposits buried underground. They generally spend this 
money in ornaments and sometimes in litigation. Literate middle 
. classes make small deposits in Savings Banks for family provision. 
They sometimes spend this money in purchasing life insurance policies 
or endowment policies. 

Quostion 4. (i) Growth of cheque habit is exceedingly slow. 

(Hi) Higl) Government officials sometimes make payments by 
cheques. 

(iv) Vernacular script ought to be used in banking. The Co-opera- 
tive Department encourages this idea. 


m 

Mr. Nirmalohib Banerjoe, Zomimlar, Honorary Magistrate^ Labpuri 

District Birbhum. 

Part I.— Agriottiturai Credit and Credit Facilities for Small Industries. 

Question 1, (») (a) The agriculturists in this district (Birbkttin) 
■obtain finance for expenses during cultivation by borrowing from the 
local money-lenders. Sometimes they purchase rnanures such as pil- 
cekeA, sulphate of amonia, etc., from the dealers on credit syatmn M a 
rate much higher than the prevailing cash rate on oon^^tkm of 



J>y of tho produce of <Jh.e laud* Sometipnee luiddlemeii 
aifaiu&t the proepeotiye cix)pe irhich they are eoiu^ 
at a eoueide^idy cJ^^eap 

(5) I^he majority of the agriculturists are too poor to be able to 
Bpeud mohey for capital and permanent! improvements* 


W"henever they do it they boiTow money from tlie l<H?al niouey- 
lenders. Sometimes they obtain takavi loans and sometipies they 
borrow from the coHiperative banks Imt owing to the initial difficulties 
of securing these loans the agiiculturists rarely resort to these last two 
sources. 


(c) To meet special needs, e.g., failure of monsoon for land revenue 
or rent, etc., the agriculturists have to borrow from the money-lenders. 
‘Govemment agrieultunil loans and loans fixmi <x)-operative banks 
meet only a fractional portion of their requirements. fSometimes the 
pooler section have to borrow fiom itinerant money -leuders, such as 
Kabulis at an enormously liigh rate of interest. 

(//) The rates of interest vary according to the nature of the security, 
credit of the honx)wer, number of local money-lenders, etc. 

The loans are taken for shoH a.s well as for long period both landed 
propeities and movables as well as standing (‘rops are given and accept- 
ed as security. 


The percentage of the secured and unsecured loans may roughly be 
estimated as 75 and 25 per cent. 

{in) In this part of this (*ountry the Imperial Bank of India and 
the joint sto(*k banks play no part in agrieultiual finance, (ioveui- 
ment agricultural loans meet only an insignificant poition of tlieir le- 
quirement. Co-operative banks render a little better service, indigen- 
ous Vmnks and bankers do not go for much. I^rofessional inoiiey-lend- 
ers play the principal part in this respect about 75 per (*eut. of the 
agricultural loans being advanced bv them. The places of the men hauis 
and dealers are ne^st to professional money-lenders. 

Civ) In my opinion a capital of JO to 15 lakhs may sei ve the requii‘e- 
ments of the agricult viristsS of this small district. 

(v) The present system of financing agriculTiire is hopelessly defec- 
tive. The poor agriculturists are left at the mercy of the exaerting 
mqney-lenders, dealers and meirhant.s. They have to pay high rates 
of interest to the jirofessional money-lenders and 'when they take ad- 
vances from the dealers and merchants against their crops tliey have 
to sell their produce at a considerable loss. 

Loans should be made available to the agriculturists at a low rate 
of interefst say at 9 per cent, and this can be done by Government 
granting extensive agricultural loans or by co-operative banks starting 
br^ch in important agticultmal centres for this purpose. 

AuwtiOil 2« (i) The raiyats in this district sell their surplus produce 

in tne nearest maikat individually, and in (-ases where advance has 
against crops from tb« dealers gnd middlemen, to these men 
^ which is necessarily below the pre- 

vyiingm^^ 

in piost cases the ™ are unable to hold up their crops for bet- 
ter pri^ they are pressed from all sides 4or payment sueh as land- 
lords^ demind^ arrears of bazar dates on account .of necessarites 

of life, prossuie 

47 
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(n) li’ co-operatire sale societies are c^ablished with branches ia 
avery tJnion of villages with suiiieient capital to advance money to the 
raiyats against their crops to meet their pressing necessity they may 
be induced to sell their sn^lus produce through these agencies at the 
best possible market. To popularise such societi^ the raiyats should 
be educated through propaganda and public lectures so as to convince 
them of their utility and advantages. 

(m) I am not aware of any co-opemtive sale society existing in this 
district. 

(iv) {h) The suggestions seem to me based on facts. Speculative buy- 
ing and selling activities of the firms and companies dealing in export 
trade control the price. They lower the rates at a time when the pro- 
ducers are compelled by necessity to sell their pioducts to meet the 
pressing demands of the creditors, landlords’ rent, etc. 

QuastiOII 3« (t) In this district the prices per acre of land produc- 

ing only rice vary from Rs. 200 to Rs. 300 and of lands producing 
rabi crops as well as rice from Rs. 300 to Rs. 600 according to locality. 
Lands of inferior quality sell at much lower rates. 

(m) The income from the land, its quality, situation, and the num- 
ber of bidders determine the prices. 

(6) Ditto. 

(c) Ditto. 

QUMtkm 4« (t) Where is no legal impediment to mortgage of land 

and agricultural holdings in their district, 

{it) The recent amendment of the Bengal Tenancy Act having 
empowered the raiyats to transfer the entire jote, their credit has been 
slightly improved as the money-lenders may now safely advance money 
on the security of the entii-e jote which is now saleable by law. 

But the right of pre-emption given to the landlords by the recently 
amended Act has taken away the advantages to some extent. This 
clause in the Amendment Act is a new impediment to the tenants, 
credit payment of landloids’ fee at the time of registration has lowered 
the value of lands. 

{Hi) The smallness and fragmentetion of lands are really a drawback 
and lower the price of the holdings but in spite of this long term credit 
institution if established maj' work with success. 

(if) In this part of the countiy there is no bank which gives facility 
to the agriculturists save and except the co-operative banks. 

( r») Agricultural banks should be established in every district with 
branches in each thana for financi^ the raiyats against the mortgage of 
their holdings or against the security of standing crop or moveables and 
for advancing money to small landlords against mortgage of their 
properties or against rents recoverable at a reasonable rate of interest. 

QutStiMl S, {ii) Such estimates may be obtained with reasonahW 
accuracy through the help of the Dnion Boards which bodies should 
asked together with the information by visiting local villages und« 
their jurisdiction or this may be done through circle officers. 

(r) The debts of the agriculturists are mostly due to profe«iioni|| 
moneydehderB and only a small portion of it to co-op«ativo banks-^^ 

(ri) Agfricultural indebtedness is increasing rapidly, ^ 
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Itineraiit mttney-lenders such as Kabulis, Punjabis, etc-, ar» 
fou&d doii^ money-lending business here and there in this part of the 
country. They generally confine their business to the poorest of the 
i^riculturists say labourers, small artisans, etc. They adTance small 
loans mostly without any security whatsoever at an enormousl;^ high 
rote of interest, sometimes as high "as cent, per cent, and they realise the 
interest regularly even by show of force when necessary, but they 
seldom press for jrepayment of the principal so long as the interest is 
regularly paid. 

{xi) The agriculturist classes being ignorant of the provisions of the 
Usurious Loans Act, can hardly avail themselves of the protection 
afforded. The provisions of this Act should be widely circulated among 
the agriculturists through vernacular pamphlets distributed through 
the agency of the Union Board, etc. 

{xiii) Yes. 

{xir) “Golas” or store houses may be maintained by co-operative 
banks in every Union of villages for lending paddy seeds to the agri- 
culturists at a reasonable rate of interest. 

(,rr) In this district the rate of interest for paddy loan varies fiom 25 
to 50 per cent, according to locality. 

The rates of interest on money loans vary from 12 to 24 per 
cent, per anntim and if the interest is not paid annually compound 
interesti is charged in many cases. When loans (principal and interest) 
are not amicably realised creditors seek help of the Court. . 

(xvti) Yes, it is a fact. 

(xviit) Yes when the actual cultivator loses his permanent interest in 
the laud, he does not generally care to iiupnive or maintain 
its fertility — by adding sufficient manures as he is not sure of cultivat- 
ing the very same land next year. Conse(juently the. process takes away 
the incentive to produce more and in an efficient and better manner. 

Qusstion 6B. (t) Day labourei's, fishermen, artisans, etc.^ possess- 

ing no immoveable properties, obtain small loans by pawning their 
utensils, ornaments, cattle and other moveables, to the local money- 
lenders and at places to the Kabulis and other itinerant money-lenders 
at an enormously high rate of interest. 

Small traders, service holders and middle class gentlemen obtain 
loans, on the security of their properties both immoveable and moveable, 
from the money-lenders. 

(ii) Day labourers, fishermen, artisans and others have sometimes 
to incur loans to provide themselves with their daily necessities or to 
meet their occasional wants — such as marriage, etc. They have to pay 
very high rote of interest varying from 18 to 31 per cent. Small traders 
have to borrow for their working capital as well as for occasional 
tranbs, such as marriage exmnses, medical treatment, etc. Service 
holders and middleclass gentlemen have sometimes to borrow to meet 
daily wants, e.g., food and clothing and often to meet occasional 
wants, e.g., medical treatment, marriage expenses, etc. They have to 
pay interest varying from 12 to 18 per cent, according to then position 
and nature of the security offered. 

The interest on unsecured loans is generally 25 to 50 per cent, 
higher thmi that on secured loans. 
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(iti) (iovemmeni cooperative Iwknk and joint * stock banks render 
little financial kiolp to these people. 

If co-e|>erative banJi^ establishing bran nes in every tlmon of 
villi^ee jgive loans to tlieae people at a .moderate rate of iabnest, 
1 think tne condition of these people may he ameliorated and the Banks 
may earn a good return. 

(itf) The indebtedness of these people is gradually increasing. 

128 . 

Uni BiMNlur Bamift Bharan €hoati, M.A., B.L., GwmmmA Plaader, 
and Mr, Surendranath Sen, B.t», Mymansingh. 

Oonerat reviaw. — On the whole our view is that most of the culti- 
vators live in a chronic state of indebtedness. A handful of culti- 
vators have amassed money, not by selling the produce they grow, but 
by lending money, engaging in petty trades, working as farias and 
shopkeepers, and by service as village tabsildors of their landlords. 
Their number in a village can be counted on the fingers. After a gene- 
ration their childran, and specially those who have received a modicum 
of education, cease to cultivate land and become rent receivers. The rest 
of the cultivators live from hand to mouth and there is scaraely a 
family among them which is free from debts. 

"Rcughly speaking, there are about a lakh of cultivating families 
in the Sadar subdivision of this district. Out of them about 12 thou- 
sand families have organised themselves into c‘o-operat ive credit societies 
which get financed by the Central Co-operative Bank of Mymeusingh 
and their working capital is about 17 lakhs. 

All this money is not employed in agriculture, but the greater por- 
tion of it goes to the liquidation of their old debts. Very few members 
of the village <?o-operative banks, if any, have been able to free themselves 
from their debts to the banks, for as old debts are Cleared off in part, 
new debts are incuried for carrying on the woik of cultivation. Even 
•when they do not need hori-owing for strictly agricultural purposes they 
borrow from their banks to purchase lands, because they can get money 
at low interests. Except in a very few cases, the indebtedness of the 
village co-operative banks to the Central Bank is increasing year after 
year. This is, however, not regarded as alarming inasmuch as the 
assets of the individual members ara increasing also by purchase of new 
lands. 

In spite of the relief that village banks under the Co-operative Socie- 
ties Act can afford to the cultivating class, the co-operative mov’ement is 
not showing satisfactory progress in the village areas. The main reason 
is the Want of a co-operative spirit, mutual distrust and the fear of 
joint resiKmsihility. Many of these cultivators are so hopdiessly in^ht- 
ed that they would not he admitted into any co-operative society. 
These families, after a few years of ineffectual struggling, sell their 
belongings and migrate to places where there are still virgin lands lor 
reelainaition. whidi they can obtain on easy terms. 

Chronic poverty with its concomitants of malaria and other diseases 
so^ ^#^en and enervate their constitution that they lose ail 
isitiatiye and enerpty and are filled with despair. The law o| ihheritanee 
Mid the excessive suMivision of holdings automatieyiy drive a nnmbttr 
ikEmea’e^ margin of subsistenoe'am'iarn them into 

labourers, hut no renaedy can Iw devised to save these ' 
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professional money-lenders, whether traders or cultivators, wh» 
lend! money on. mort^ges have their eyes on the lands rather than on the 
money lent. The interest they charge is usually compound iuteiest. 
T^iongh the due date that is nxed is short, yet they scarcely disturb' 
their debtors and .allow the interest to accumulate till the debt becomes 
equal or nearly equal to the value of the land. TJnintelligent and needy 
cultivators rather feel relief in not being disturbed too often and in 
being able to choose their own time of payment. Once a man goes to a 
money-lender he falls into his clutches for good, and it is the money- 
lender who becomes his permanent financier. Whenever any money 
is needed, he supplies the mone.y and compels the debtor to sell ki.s goods 
in any market to realise a portion of the debt. 

In our opinion the financial position of , the cultivators can only be 
improved by the establishment of village banks under proi>er super- 
vision. Without adequate supervision they will come to grief and 
caiise widespread panic, but with proper super>’ision under (lovei-nment 
guidance they will become popular. The professional money-lenders 
will then disappear and there will be a reduction of interest all through- 
out. These banks should be of the joint-stock type and should not 
insist on joint liability. So far a.s our information goes, the joint-stock 
banks or loan offices that have come into existence, though they charge 
high rates of interest, are getting regular payments and are thriving 
well. They have few complaints of default of kists on the part of the 
cultivators. 


Part I.— Agricultural Credit and Credit Facilities for Small IndustrieSi 

^cetion 1> (i) The system by which agriculturists in this district 

obtain finance is, generally speaking, as follows: — 

(a) They require money for the purcha.se of catxle and the hiring of 
labour with whose help they carry on their agricultural operations. 
Usually they purchase cattle at the beginning of the plouj^hing season 
and dispose of them after the season is over. In rhe Bbairab quarter 
ploughing setaon begins in the months of Pous and Magh and ends in 
Chaitra and Baisakh, and the cultivators purchase cattle in Pons ; where- 
as the cultivators ol the Tipperah district, where ploughing begins from 
Baisakh and Jaistha, purchase their cattle in Baisakh. As the plough- 
ing season is not the .same all over the district, the time of purchasing 
and selling cattle varies in different parts of the distritrt. The money 
they require for the purchase is generally procured by "borrow ing. They 
usually Ikhtow' from the village Mahajan and the interest varies from 
one to three rupees per hundred per month. For pett.y borrowing, no 
mortgage is necessary. Money is also needed to pay labourers where 
they are hired for ploughing, weeding, etc. These are petty sums which 
also are raised by borrowing from the village Mahajan at a very high 
rate of interest varying from two pice to eight pice per rupee jrer month. 

(b) Scarcely any money is spent for capital and permanent impreve- 
Skeoats and they do not borrow for any such purposes. 

(c) They scarcely borrow for paying landlords’ rent ; but when 
lirrears accumulate they execute bonds in favour of their landlords. 
lU case of failure of crops they have of course to borrow aud they 
bdnow froin the village Mahajan and usually on the mortgage of lands. 
Kow-a-days loan offices are being organised on an extensive scale and 
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they are gradually taking the place of the village Mahaian. But the 
interest th^ exact is enormously high, the usual rate varyinjpr from 
Bs. 3-2 to Bs, 6-4 per cent, per month, the first three months* in^r^t 
being deducted from loan. Where there are co-operative societies 
loans are obtained at comparatively low rates of interest Be. 1-4-10 
cent, per month. But the agriculturists avoid these 4ocieties generally 
because of the point responsibilities which they have to undertake. 
The habit of acting in co-operation has nut taken* any root among the 
cultivating class, the tendency being generally individualistic. 

{ii) Usually the village mahajans insist on the execution of mortgages 
when loans exceed Its. 100. Koughly speaking, 70 per cent, of the loans 
are secured and 30 per cent, unsecured. This we could gather from 
consultations with some of the secretaries of the co-operative societies 
and the village Mahajans of this district. 

As regards the period of loans, a nominal period is mentioned, Uie 
loans being generally payable in the month of Aswin or Chaitra of the 
year in which the loan is taken, but the debtors scarcely consider it 
obligatory to obseiwe the due date. Loans are scarcely taken on byiio- 
thecation of crops. The usual forms of mortgage are the simple mm-t- 
gage, kot-Jtohala and usufmctuary mortgage (-ombined. Ko‘-1cohala has 
oeen prohibited by the new Bengal Tenancy (Amended) Act and pro- 
bably pure usufructuaiy mortgage will take the place of l-ot-kohala in 
future. 

(m) So far as we are aware very little part is played, if any, in 
agricultui'al finance by Ooverninent and the Imperial Bank of India. 
It is only a/t. the time of extensive famines that the Government gives 
“Taccavi” advances. The Imperial Bank does nothing. There are no 
indigenous banks. There are co-operative societies in som* villages, but 
most of the memlwrs thereof joined the banks with heavy debts on their 
heads and most of their borrowings from the Central Bank are exhausted 
in paying off their old debts. As observed above joint-stock banks, in 
the shape of loan societies and the village Mahajans which include trad- 
ing Mahajans, are the principal financiers of the agriculturists. There 
are no companies trading in fertilisers, etc. 

(iv) In our estimate, the total amount of capital that would be 
required in this district for the various purposes outlined above, would 
be nearly crores of rupees. 

(v) Practically, there is no “system” in the financing of agriculture 
in this district. The principal defects are the want of capital available 
to the agriculturists at easy interest and the absence of^ organisation 
for financing agriculture except the few co-operative societies now exist- 
ing. But, as observed before, the want of co-operative spirit in the 
agricultural population stands in the way of their utilisation. 

(vi) There is no co-ordination amongst the various credit agencies 
including the Government. 

Question (*) The principal crops of the district are jute, paddy 
and cereals. As regards paddy and cereals, they are usually sold in the 
nearest market and stored by mahajans and then exported. The distri# 
is very poor in water communications and roads, and the only mode^ ^ 
conveyance is by country ponies and carts. Cmltivatom cannot get v^ir 
price tor the crops. With regard to jute, the same remarks apply. Thb 
ciiltiyfttors find thems^ves obliged to sell tbeir jute as soon as ^ 
reaped to pay their debts and rents and also to meet their Ueoessities tiSL 
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tibie larmier paddy is harvested. There are no co-operative sale societies 
ezc4pl the few organised under the Co-operative Societies Act. These 
sojoieties have very recently been started, and we do not know how they 
will work and how far they will succeed. Cultivaton cannot hold up 
their crops for better prices l)euause most of them live from hand to 
mouth. The average holding of a cultivator is less than 3 acres. 

(ii) Propaganda and education may produce some beneficial results. 

(vi) (a) Export and import trades are generally in the hands of mer- 
chants and dealers. They are usually moneyed men and work wilh their 
own capital, and they are also financed by big firms in central places 
like Dacca and Calcutta. There are also tradei*s of small means who 
work with boiTowed capital. The growth of banks is undoubtedly 
needed for better movement of crops. 

(vi) (b) It is undoubtedly the case. So far as jute is concerned the 
grower is entirely at the mercy of the jute merchants both Indian and 
foreign. The selling and buying of jute by these merchants is usually 
of speculative character. They are always in a position to dictate the 
price and the cultivators are helpless. It is, we fear, impossible to 
remedy this evil unless the entire jute is so organised that the cultivators 
can dictate their own price. But this is almost a counsel of perfection 
in a country like India. 

(idi) The lack of banking facilities, we think, is mainly due to two 
causes : — 

(1) borrower’s lack of credit; 

(2) want- of definite standard of quality. 

♦ There is no monopoly tendency in this district. 

(vin) 'Thfere are no existing facilities available to the publics including 
banks and bankers for internal remittances except the Post Ofiices. If 
there is a network of private banks with mutual credit between them, the 
difficulty may be removed to a considerable extent. 

(r) Except hundis, there are no other forms of negotiable instmiiients 
in the district employed in internal trade. 

(jei) We do certainly suggest a more extensive use of bills by reduc- 
tion of the duty. 

(xii) There are two classes of hundis in use, namely, “Darsani” 
(payable at sight) and “Muddati” (payable on the due date). The 
drawers are generally Calcutta Aratdars or firms. W^ithin the district 
itself, they are not in use. 

(xiii) "We do not think that the introduction of standardised forms of 
hundis will improve matters. They may still be attended with risks. 

(d?r) Hundis in favour of Calcutta merchants are discounted here by 
private bankers and the Commercial Bank of Mymensingh which is a 
Joint-stock Company. 

(aypti) Only Bailway receipts are employed as instruments of oimw- 
ship of goo^. But they are generally used for transactions with 
Ci^utta merchants. 

(jpvt»i) We know of no instances of the use of Bills of Lading issued 

Inland Steamship Navigation Companies as documents of title and 
Iffiis is not a river district. We have no suggestions to make for 
lecilitaimg their use. 
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QMttiaift 3,' ^ (i) Generally the price of which grd# hoilt juit#' 

intd praddy, rari^ifi from Its. 400 to B«r. 060 per acre. 

The price of lands Which grow jute only varies fmm tU. 300 
Its. pef acre. 

The price of lands which grow paddy only varies from Bs. 300 to 
Rs 500 per acre. 

(ii) The value of lands varies with the kind of crops usually grown 
as shown a^ve. Persons buving lands near their homestead or adja- 
cent to their other lands will offer a better price than if they ate to 
purchase lands at a distance. The sit e of the plot is also a factor in the 
price, small plots fetching less Calue than big plots. 

(it) (a) The lands sold by Government for arrears of revenue are hot 
generally holdings but estates and tenures. Only in Khas Mahals 
agricultural holdings are sold and they fetch the same price as Court 
sales. 

(h) Court sales usually fetch low prices. , 

(c) The best price is always obtained by private negotiations. 

4 . (/) After- the passing of the present Bengal Tenancy 
.^mendnient Act, there is no legal impediment to mortgage of agricul- 
tural lands and holdings. 

(fV) Certairily the Bengal Tenancy Act, as amended, has increased 
the credit of agriculturists. 

(iv) There has been of late a crop of loan offices ffharicihg agriculture. 
They may be regarded as mortgage banks or agricultural banks. But 
the objet^t of these banks is not to benefit the agriculturists but to bene- 
fit the shareholders. . The interest usually is Bs. 3 per cent, per month. 
It is only the co-operative societies established under the Co-operative 
Societies Act which lend money at moderate inteiest. 

'(»•) The loan offices usually borrow money for six months or for a 
year or for three years, and the interest varies from Es. 5 to Rs. 8 per 
cent, per year according to the duration of the loan, and they lend at 
interest as indicated above. How far these banks' will sitrvive a general 
panic it is difficult to say. They scarcely attempt t(» create a reserve 
fund and they distribute nearly all their profits as dividends. 

(vi) In our opinion there should he a network of hanks established 
and caiTied on sound lines, building good reseive funds and cominandilig 
better t'ledit than these loan offices are doing. The East Bengal Com- 
mercial Bank in the town of Mymensingh is the only Joint-stock Bank 
that is working on proper lines, hut it is not financing agriculture 
directly. 

(rri) (a) Agricultural hanks do find difficulties in verifying the title 
of the debtors to the lands they want to mortgage. The maintenance 
of the record of rights and the reduction of costs of reference will un- 
doubtedly facilitate the working of the hanks. If union hoards are 
chai^l with the maintenance of village records and safeguards are 
devised aghifisi destntetion by fire, cyclone, theft, etc., and if the 
are given facilities for reference to those records, the hanks’ risk will W 

g reatly miniriiised, and it is possible that there will be a rriluetioA in 
iie hafik rate# of intemt. 

(hf The simplification of the process of foreclosure and sale trill ^ 
a great boon to the hanks. 



()|p«it) kMBtn offices that lend mooey to ftgrncultuHsts on tke secu- 
rity of lend mky be regrarded as mortgage banks (tkough they also leftd 
money without landed security) and shotild work under the same laiWS 
and rales, wh&h will a]gply to any mortgage bank proposed to be 
established. 

. I'bese loan offices dei'ive tlieir working cai>ital froin deposits in cur- 
rent account and for a fixed period. There is no difference between 
These deposits and ordinary loans, but they do not issiie debentures. 
They should be allowed to continue and develop on their own lines. 
They pay interest to the depositoi-s at rates sliglitlv higher than tho 
Co-operative Central Bank, They charge very high rate of interests 
varying from Bs. 2 to Rs. 4 per trent, pei- month, hut it they get better 
security the rate will, it is hoped, automatically come down. 

If a Ce-^ntral Mortgage Bank he established, say, at Calcutta with 
these loan offices (many of which call themselves banks) as feeders, it 
may issue debentures. 

Questiwi 5. The way in which we have formed a rough estimate of 
the indebtedness of the cultivators is as follows : — 

There are about 45 lakhs of people in this district. About 80 per 
cent, of these (86 lakhs) are cultivators. Taking a family consisting of 
eight members, there are about 4^ lakhs of families of cultivators, andS 
we have taken the average indcbtodnfess of each family as Rs. 2’0(), 
which probably is an under-estimate. 

Again, there are co-operative credit scwieties in this Sadar subdivision 
of this district with 12,0(K) meml>eis or families and their debts to the 
Central Bank is about 17 lakhs, and the average indebtedness of these 
families to these banks alone is Rs. lot) a family. The total indebted- 
ness of the agri<nilturists of this district may n)Ughly he taken to bn 
5 crores. 

(iv) Debts are contracted by agriculturists for all siu-h purposes as 
mentioned in question 5 (ir), except (h) and (i). 

(r) Oenerally, professional money-lenders head the list of financiers. 

(vi) We think that the indebtedness of the cultivating class is on the 
incj-ease, due to the increase of population without a conesponding in- 
crease in the means of living and the subdivision of holdings. 

(vii) The provisions of the lioan A«'t8 of 1B88 and 1884 are not 
availed of except rarely by the agriculturists, and it is only at the time 
of cyclone and famine that there is a demand for such loans. 

(is) Kabulis as itinerant money-lenders are not so conspicpous in the 
district, but the up-<!ountry Hindus (known as Deshu'alis) have 
esfahlished themselves as money-lenders throughout the district. Kabulis 
do not appear here in the role of professional money-lenders. They 
generally come here in the winter adth warm clothings for sale, which 
they sell to the villagers for short-term credits at very high interest. 

(jri) The Usurious Jjoans Act has been rendered 'practically nugatory 
by 'the dei'isions of the High Courte and Privy Council and things noTr 
rctmain practically in the same position as they were before the passing 
of the Act. 

(Mi) Before the recent cases under the Usiirious Ismns Act, courts 
ttsea to apply it freely, allowing interest usually at Re. i to Re. DS 
per cent, ^r month. 
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No complaints have come to our notice about Mabajans tttking 
bonds for larger sums than actually adranced for fear of the Usurious 
liOans Act. 

{aAv) In normal times there is no need of seed-supplying societies. 
If the villager can obtain money for purchasing seeds and bringing 
paddy for their needs during the latter part of the cultivating season 
they can purchase seeds and paddy in ordinary markets. 

(xv) Paddy loans are very scarce. But in places where such loans 
are taken the usual condition is to return one and a half times the 
paddy borrowed. 

(xvii) It is a faf'it that many cultivators owning occupancy righte 
have to sell out their lands for the payment of their debts and their 
lands pass to the hands of professional money-lenders and they are 
reduced to the position of bargadars or under-raiyats. 

When a raiyat becomes hopelessly indebted he undoubtedly 
loses the incentive for improvements or to produce more in an efficient 
and better manner. . 

Quastion 6> (i) The cultivators have practically no subsidiary in- 

dustry except home-farming of fowls, goats, etc., on verj' small scale. 

(ii) The only way of encouraging such industries is education and 
propaganda. If every one or two families in a village <*ould he induced 
to take up some subsidiary industry, and as a result there was an 
appreciable increase in their income, others would then perhaps follpw* 
their examples. 

(m) Rope-making, basket-making and carpentry may be vsuggested 
as subsidiaiy industries. 

(iv) This would not require much finance and a cultivator who is 
enterprising enough to undeitake one or moie suV)sidiary industries 
can easily find money. 

QuOStion 6B. (i) Day labourers, fishermen, small traders, seiwice- 

holders, and middle-class gentlemen have each their own way of raising 
money. Day labourers can obtain money only by pledging silver 
ornaments, if thej’^ have any, but they do so by paying exorbitant interest, 
say, one anna to six pice per rupee per month and sometimes by enter- 
ing into agreement for sendee with their employers. Fishermen usually 
borrow money in the shape of advances from middlemen fisher dealers 
at exorbitant interest. Service holders, who generally live in tovms, 
become members of co-operative town banks, which lend to their indivi- 
dua;l members. Middle-class gentlemen generally go to the money- 
lenders or to the loan offices and geJt money at moderate interest, say, 
one rupee a*nd a half without security or mortgage. 

' (t'O Unsecured loans, as a matter of fact, carry higher interest than 
secured. 

QUtttion 7, (f) The Imperial Bank of India, the co-operative hanks^ 
the joinh-stock banks and the indigenous banks work independently with- 
out any co-operhtion amongst them, except that all these banks he<!p, 
their unemployed monies in deposit with the hanks and draw from it 
when necessary. 

(ttl'^The Mymensingh Central Co-operative Bank is supimsed to be 
over-financed, but the other co-operative banks in the district are not 
tuffiosently financed. 
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credit of these banks depends to a considerable extent on the 
pttrionnel of their directorate. Those (banks) that have on’4he director* 
ate persons of known ability and integrity find no difficulty in securing 
deposit. 

(iv) There is no serious competition between the co-operative banks 
and the joint*stock banks including loan offices. Co-o^rative banks 
attract deposit by the credit that attaches to them, whereas the loan 
offices and joint-stock companies attract capital by offering higher rates 
of interest. 

Quastion 7A, (/) We are opposed to (.’o-operntive (Central Banks 

granting loans to individual membei-s. It will diminish the security 
and increase the anxieties and troiibles of the Central Bank. Loans 
may, however, be advanced to the depositor on the security of their 
deposit. 

(m) We see no harm in allowing co-opeiutive societies making invest- 
ments in approved joint-stock banks or loan offices. But great caution 
should be exercised. 

(c) We do not think that i.ssiiing or discounting hundis by the 
co-operative banks amongst one another will infringe any of the provi- 
sions of the Co-operative Societies Act. But the privilege should not be 
extended further as it is likely to introduce unhealthy competition bet- 
ween the co-<jperative banks and the joint-stock banks. 

* t^mstion 7B> (i) On account of the establishment of co-operative 

societies, village Mahajans, instead o^ lending money individually, find 
it more profitable and less troublesome to organise themselves into joint- 
stock banks or loan offices and are satisfied w’ith lesser interest than 
before. 

(in) The main factors that operate against the rapid spread of co- 
operative banks in rural areas are : — 

(i) joint-liabilities of the members to the central banks financing 

them ; 

(ii) the system of payment by instalments. 

The usual provision of payment is by four instalments. But as crops 
are sold in Asw'in and Chaitra, the four instalments are considered as 
oppressive. 


Part 1 1 ^Indigenous Banking. 

Question 1. Iiidigenous banks also work as professional money- 
lenders and in that capacity assist agriculture. 

Indigenous banks generally work with their own money or with 
deposits received from the general public, but this source of capital 
is gradually falling off and very few people now care to deposit money 
with indigenous banks. This necessarily has crippled their resources, 
and in all probability these banka will cease to exist within a very short 
iliuo. 

Part lllr— Invostmont Habit and Attraction of Capitel. 

^ The habit of hoarding, of which we hear so much, is gradually 
giving place to a desire for investment and there is, we think, enough 
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money ia tl^ dutarict to finance agrieulture without outside boriwing 
if the hfttihil^ system lhat is growing receiTes no sudden check from 
oceaedonal failure. * 

^UfttiOfl 2a (i) Postal cash certificates are not very popular m this 
^triet as the banks haTo grown in popularity. The hank deposits are 
likely to sufiersede all other forms of investments. Therefore, the 
eBpdearour of the trovemment should be to encourage the growth of the 
bunking system in every possible way. 

(in) Post Offi(?e Savings Banks sene a very useful purpose. But 
for purpose of investment they are not all attractive. Nearly all classes 
of people deposit in the Post Offices except the agriculturists. 

Ouwtion 3, (Hi) Money that comes into the hands of the people 
of this district from the sale of their produce or on any other account 
is first utilised by them in paying off their debts. Something is kept 
in their hands for current expenses. A part is spent in the purchase of 
lands and in lending. Any further saving left is deposited either in 
Postal Savings Banks or loan offices a<;cording to their convenience. ‘ 

(iv) Agriculturists lend money to one another at high rates of interest. 

QlMUlion 4. (i) Cheque habit is not prevalent. It i.s necessary only 

for those who keep deposits in joint-stock banks and the Imperial 
Bank of India. 
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Mr. Sasilal Roy, ■. L., Pleader, Sirajganj (Pabna District). 

Part l.-^A8ricttltural Gradit and Cradit Facilities for Small Industries. 

Question 1 . (/) (a) The agriculturists in our part of the country 

obtain financ^e during cultivation by borrowing money from banks 
(c.o-opeiutive and joint-.st<M-k), loan offices or indigenous banks and 
bankers and private persons. 

(f>) They also secure finance for capital and permanent improvement 
from tlie same sources. 

(c) In case of failure, of monsoon, sometimes they are helped by 
Government by “ takavi ” loans, and sometimes solvent zemindars 
advance money on low interest over and above the methods mentioned 
in (a) and (ft). In this part the agriculturists generally do not pay 
land revenue, which is paid by the zemindars, but when they do, they 
do so more in the capacity oi zemindars ^an agriculturists and they 
secure the finance by realising rents from the tenants and in case they 
cannot secure adequate amount, they resort to borrowing. In case of 

f iayment of rent they generally meet the same from the produce of the 
ands and they regard the payment of rent as the first charge upon their 
land and crops. In case of insufficiency of crops they resort to borrow* 
ing. . 

(«) The rate of interest in this district varies from 37J per cent, 
per annum to Rs. 300 per cent, per annum, so far as the agTiculturists 
are concerned. When the agriculturists require money for meeting tbb 
ottltivition expenses, i.e., to meet weeding, cutting, keeping 'expenses 
of jute, in April they borrow it at rates of interest varying frcntt 
annas four per rupee per month. For other purposes^ 





-ffr pttFo9i«atf plougrli'catiles asidl «ecftri^ lltsds in kliaikh^lashi 
u«ufr«c^nary from the month of KarlSk up to tlie 

month of iGhaitra, tiiey^ so at rates of interest (yaryin^f from one anna 
to two pice per rupee per month. >6enem)ly, they pay off the debt by 
Bfaadra next and a^ain borrow from Kartik to Ohaitra. 
Those who cannot repay in full by Bhadra next, pay off interests and 
rexmy the loan by following IBbadra, and failing that they do it by 
n;ext Bhadra. If they fail to repay within three years, then there is 
little chance of repaying the loan amicably owing to expenditure exceetl- 
ing income, ^'or bigger sums mortgage is given ; for smaller suras no 
oeeurity is taken. Sometimes money is taken in khaikhalashi, a system 
by which some lands are given up to the possession of the lender and 
out of the usufruct tlie intercvst is cleared off and when the Iwirrower 
repays the principal the laud is recouveyed to the borrower; soiuetinies 
Both interest and principal are satisfied within a specified time out of 
the usufruct of the land. In my opinion tlie proportion of secured and 
.unsecured loans would be 10 and 90. 

(iii.) So far as my knowledge goes, the Government do nothing in 
agricultural finance except in cases of famine and flood, etc. The 
Imperial Bank of India do not help agricultural finance' directly but 
do so indirectly through the agency of co-operative banks which help 
a limited number of agriculturists in a limited way. The joint-stock 
banks advance money to the agriculturists without any liiuitation when- 
ever they think that there is every probability of the loan being repaid. 
Co-operative bauk.s help only those agriculturists who are members of 
rural societies and none else. The co-operative banks give both short 
term and long term loans. The works of well-organissed central banks 
are very methodical. They fix a limit of the borrowing capacity of each 
ineniber according to his needs and credit and advance money actrord- 
ing to the needs of tlie members. The indigenous banks and l>auker.s 
and professional money-lenders advance money to the agriculturists 
generally, whenever in their opinion the investment is safe. Merchants 
advance money to the cultivators on i^ondition that the produce of the 
lands would be sold to them at lower rates. I do not know' of any other 
organization for financing the agrituilturi.sis in tliis locality. 

(/r) Tlie total amount of capital required for agricultural finance for 
the district of Pabna will <*ome up to dU crores of rujiees. 

j(v) The main defects in finauciug agriculture are — 

(1) Dearth of capital. 

(2) Exorbitant rate of interest. 

(3) Want of proper security. 

(4) Dishonesty of people in trying to evade payment by mortgag- 

ing thf atis^. property to several places and in cases of diffi- 
culty applying for insolvency or selling or making bena/ai 
transaction after borrowing money. 

(5) Dishonesty of the money-lenders in not giving credit for money 

paid and taking blank documents from the borrowers. 

My '»iggestions are: There should be adequate supply of capital 
accocaing to demand. There should be a law that in no case the rate 
of interest should exceed a particular ametmt in a particular area. In 
.^ch thana there should be n Sfnte-^ded hank that would always be 
to advance money mtaof Jntenest varying -12 per cent- 



per annum to 24 per cent, per annum and the laiids of customera should 
be mortgaged wi:|)h the banks by a registered £aihamama and ^im of 
the bank should snperior to that of all otiKrs except the landlord. 
The co-operative banks do .nbt advance money to non-members, but the 
proposed banks should be able to advance money to all. - There 
should be maintained some registers in every union office from which 
all mortgages may be known on payment of a small fee. The same 
facilities for stamp duties and registration fees should be given to these 
banks as are given in the ca^ of co-operative banks. Private banks 
may also be given these facilities on condition that they observe certain 
rtiles about rates of interests, reserve funds and safe investment. The 
Government must be prepared to find as much capital as is required for 
the purpose. 

(rt) There is no co-ordination amongst various credit agencies in- 
cluding Government. There is much scope for improvement in this 
direction. There may be interchange of deposits among the banks. 
As the Government finances the Imperial Bank of India they should also 
do the same for private banks who should conform to certein rules ,to 
be framed by the Government. 

Qinstion 2> (i) As regards crops except jute, when the crops are 

harvested the middle-men purchase the surplus crops from the culti- 
vators and take them to the nearest mart. Sometimes the raiyats them- 
selves bring the crops to some marts, where the merchants buy them, 
store them and export them to various centres. As regards jute, the 
Beparis purchase it from the actual cultivators of the soil and take it to 
the principal centres, sometimes they sell direct to the purchasers of 
big merchants or sell them through aratdars or dalals attached to 
particular firms. Sometimes the intermediate merchants send their men 
direct to the cultivators but the big merchants never do so. 

The raiyat is unable to hold up his crops for a better price. The 
reasons are: that he is hard-pressed for money by his mahajans and 
landlords and he has got private wants to satisfy. So he sells off 
the crops as soon as they are harvested even at a very low price. If 
the cultivator has borrowed money from some merchants or moneys 
lenders on the hypothecation of the crops, then the creditors' men take 
away the crops as soon as they are harvested. 

(m) There are great possibilities of forming pools and co-operative 
efforts generally in marketing produce provided sufficient funds are 
forthcoming to finance the agriculturists but it will take some time 
to get rid of the present system. The proposed system will have the 
tendency of lowering the price for the consumers. 

(in) There are co-operative sale societies for jute. They are con- 
atituted under ^-laws framed in accordance with the Co-operative 
Societies Act. They ere linked to the whole-si^ -societies at Calcutte. 
They are financed by the share capital raised for , the purpose and by • 
advances made by the central co-operative banka, rthe provincial co* 
operative banks and the Imperial Bank of India, do not. experi- 

ence difficulty in getting sufficient funds. 

(tv) Gv^ing marketing money is required for purchasing |uie, 
carriage and stoin)^ of the crops before sale or before export to tbo: 
port. ■ Money may he advanced on cash credit system on the. hypo^emt- 
tion oHhe jnte si^d. There are no facilities actually exisiiiig. ^m*** 
times fiiouey is borrowed on exhorbitant rate of inter^t for the purpose 
nritb the result that the poorer zuiddle men are ruined and the rich 
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za^^Ilanis purchase the crops at a very low rate as there are no com- 
petltpljl, XI the cultivators could be helped by advanciug to them a 
carmft ^rcentage of thB' estimated price of the ifgodis it would be of 
great help to them. Fof,*4hey could then bold up the crop for a better 
mai^et ; nut, so far as jute is concerned, it is extremely precarious 
because often there is a fall rather than rise in the price, as in the 
present year. 

(v) Yes, there is a difference. The foreign trade is carried on by 
foreign capitalists who are immensely rich and not in want of funds. 
They can purchase at a very cheap rate. 

(vi) Joint stock banks, indigenous banks, co-operative banks, private- 
bankers, and money-lenders advance money to the traders and merchants- 
engaged in carrying the export trade from the village to the ports of 
the province through hats, etc. Sometimes big merchants also advance- 
money to the small traders. Big merchants are the agents through, 
whose hands the business passes at its final stage. 

(vi.) (a) When the traders have to secure money from the banks they 
can do it by overdraft in current accounts, paying interests varying: 
from 9 per cent, to 10-10 per cent, per annum. From ordinary mahajans- 
they borrow on the usual rate of 12 per cent, per annum onwards.. 
Merchants allow credit for certain days for payment, but all the gooda 
are not sold in cash by that time; so the middle men either fail to keep 
their promise or pay rates of interests unsuited for business. Supply of 
capital on easy rates of interests is the only remedy. 

(vi) (h) Tlie suggestion is true. The merchants, who deal in export 
trade in agriimltural produce, are in a jmsition to dominate the market 
as they are in the position of monopolists and in possession of ample 
capital whereas the growers are too poor to withhold, so they sell their 
produce at the price dictated by the monopolists. 

I can cite the example of jute trade in our district. In this trade 
the' mill owners, who are the sole consumers in India, and big mer- 
chants, who do export business and almost all of whom are Europeans, 
dominate the market. They are in a position of monopolists. There 
are no other buyers w’ho can consume the huge production, so the mill 
owners and merchants who do export trade command the market at 
their sweet will. The poor cultivators cannot wait, they cannot con- 
tinue to withhold the selling of their goods for a good price for want 
of capital. If the growers were financially in a better position they 
could get better return for their produce. 

Si ■ (ifiMy -Tk® internal remittance is carried on by means of cheques, 
hundis, insurance, money-orders and by special messengers. 

(xii) There are two kinds of hundis current in the locality, viz.,, 
darmni, i.e., the payment of which is to be made as soon as the hundis 
are presented and mttjMaU, i.e., payment of which is made after a defi- 
nite time mentioned in the huudi or after a definite time after they are 
presented and accepled. 

{xiii) The introdgetion of standardised forms on stamp papers may 
popi^rise the hundis to some extent but that will not make them of 
Um^^rsal use as the people accept hundis only from, persona of great 

Hundis emanating from our locality are generally cashed in the 
j^^d^ncial centres and some are - purchased bere from the holders 



{xvii) None in the mufaMal. 

QuiB^joil 8> (0 Iian,dR yielding jute and jpaddy in abondanee are 

jsoldTfrom Rh. 150 to fls. 1^500 per acre when tlie land is kha$. 

(ii) The infill factors affecting the value of laud are: — 

(1) The quantity and the variety of the yields the land i4 expected 

to give. - 

(2) The locality, i.e., whether densely populated or thinly populate. 

in thinly populated areas land sells at Hs. >30 per acre though 
they are very fertile. 

(3) The heel lands under Tarash thaiiah sell at Rs. 30 per acre. 

(a) In case of sale by (loverninent for non-payment of revenue, the 
•value of land varies from five times to 20 times the net income of the 
property advertised for sale. 

(h) Tn case of sale under Court de<Tees khas lands in villages reputed 
for their fertility fetch full value as stated in answer 1, if the sale is 
fully advertised and decree is a rent decree. If it is not a rent decree, 
the value must of necessity be less. 

(c) In private negotiations the value depends to some extent on the 
pecuniary circum8tan«'e8 of the party concerned. If the seller he in 
^reat need of money he would naturally sell it at a lesser price hut in 
case any new niahajan is going to he a landlord he would offer fancy 
price. 

Other factors are — 

(1) Fertility of the soil. 

(2) The number of crops that can ht- raised on the land. 

(•1) Prestige of the landlord. 

(4) Whether any arreai's of rent are due on the land. 

(5) Advantages of culth’ation. 

Quastion 4« (/) There is no legal impediment to mortgage of land 

jor agricultural holding in our lo<Mility. 

(n) The amended llengal Tenancy Act lias to some extent increased 
the credit of the agriculturist. 

{Hi) The smallness and fragmentation of the agricultural holdings 
do not stand in an appreciable degree in the way of establisking 
term credit institutions as in these parts law and practice stftw aj^aiuWf 
dividing agricultnrul holdings in many small parts. Oi-tain staifdard has 
been fixed lieyond which a holding cannot he subdivided. 

(ir) The mortgage hanks or agricultural hanks in tffe strictest semse 
of the terms are almpst nil in our province. I have heard of one mort- 
gage bank at Calcutta hut its operations are ;perbap8 confined to 
Calcutta or its suburbs at best or it may be a misnomer. The joint- 
stock banks also act as land mortgage banks here. 

(ifi) This question does not arise. 

{vii) (6)^ The mortgage banks may be authorised to foridose 
4be properties by public auction by giving registered notices to b oi H uw t f re 
And advertising the fact in newspapers and pToelaiimilg>the fact by beat 
x>f drums. 
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%’iu*) The workiug capital should be derived in my opiiiioii from 
iuidf from central institutions as debenture bonds are not very popular 
ad far as private banks are concerned. Deposit^ may also be received. 

(ur) If debenturer bonds are issued at all, they must carry Govern- 
ment gtiararitee both for principal and interest. 

(^) Certain laws shall have to be framed on the lines of Co-opera- 
tiye Societies Act to provide ap^ainst loss. 

(,r/) They should raise money at a rate of interest not exceeding’ 12 
per cent, per annum and should let out from 18 to 24 per cent, per 
annum according as the loan is large or small. 

(,rii) If debenture bonds are issued, they must be included in the 
list of trustee securities. 

Here I beg to point out that there should be a central bank that should 
secure its capital by issue of debentures but the branch banks should 
be supplied with capital by the central iiivstitiition. The success of the 
co-operative central banks is due to the fact that they get tl)eir (*apital 
from a central institution. 


Question 5. (/) I do not know of any such estimate l)eing prepared 

in a scientific way. 

(ii) Such an estimate can be prepared by a reference to the registra- 
tion oltice and the joint-stock banks, indigenous banks, money-lenders 
and private bankers, village by village, by some agency to l)e specially 
deputed for the purpose. Tlie iudp of the union boards may be taken 
in verifying and also assisting the pre]niration of tlie estimate. 

(///) (f/) In case of debt with land as security the seandi in the 
registration office, together with a verification whether tlie loans have 
been jiaid olf, would be complete. 

(h) 111 case of other debts the agencies mentioned above should be 
had recourse to. 


(ir) (if) GO per cent, repayment of earlier dfdits. 

(h) 5 ]>er cent, marriage and otlier social occasions. 

(c) 5 per cent, litigation. 

(d) 10 per cent, famine and other kinds of distress. 

(e) b per cent, jiayment of land revenue and rent. 

if) 5 per cent, growth of tlie debt by compound interest, interest not 
hajing been j^aid. 

^ iff} per cent, for cattle and seeds and for manure nil. 

(i) Nil. 

(r)- These debts are largel}^ due to the indigenous banks and bankers 
and professional money-lenders. The creditors are the persons men- 
tioned in the question except Government. 

(vi) Agricultural indebtedness is increasing. 

^ , (^li) The Land Improvements Loans Act of 1883 and the Agricul- 

Loans Act of 1884 have not been of any practical use to the 
ajH^multurhitB of my part. 

Itinerant money-lenders, e.g,, Kabulis, are to be found in this 
part of the country. They lend money to the labourers and other lower 
classes of people at the rate of annas two per rupee per month and at 

48 
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the time of advancing loan they deduct at least one month’s interest 
from the borrower. 

(m) As there is a scarcity of money in the market and there are no 
competitors the Usurious Loans Act is not of great use here. Moreover 
only 10 per cent, of the cases go to law courts and even in these cases 
the lender is careful enough to keep himself away from the operation 
of the Act, as the debtors in most cases submit blank documents which 
axe filled up by the lender’s men according to their sweet will by lower- 
ing the rate but raising the amount actually lent out. 

Bonds may be printed with the main provisions of the Usurious Loans 
Act inserted on the back and measures may be taken to prevent the giving 
of blank documents and periodical inspections may be held of the docu- 
ments and account books of the creditors and a prevailing rate of 
interest may be fixed by law. The infringement may be made punish- 
able. 

(,rn) No. The apiilication of the A^t depends on the whims of the 
presiding officers. 

(.m;) Yes. In this part generally the borrower gives a blank 
executed bond to the lender. The rate of interest is entered in a separate 
sheet as memorandum. If the borrow^er pay the amount amicably at 
the stipulated exhorbitant rate it is well and good, but if he do not 
do so, the money-lender jirepares a document at liis sweet will and to 
evade the Usurious Loans Act the rate of interest is entered very low 
and if the borrower liave ]>aid anything tliat is not credited and if 
he has not jiaid anything a highei- amount is inserted in the l)ond, then 
a suit is filed. 

(.riv) I ^vould suggest that stores of seeds l)e opened by the Agrieul- 
t:iral Department in suitable places all over the country and the raiyats 
may be advanced money on small interest to buy paddy than borrow it. 

(/rr) The prevailing rate of interest of paddy in our locality is 300 
per (rent, per annum. 

The rates of interest charged vary from 37^ per cent, to 300 
per cent, per annum. The interest is calculated by the banks from day 
to day but in no case interest below fifteen days is accepted. The indi- 
giMicus banks and money-lenders do not cdiarge any interest for the 
month in which it is repaid even when it is the last day of the month 
and charges interest for the month in which it is issued even if it be 
(he hist (lay of the month. But now-a-days with the exception of the 
muiussal money-lenders, all other agencies charge interest from day -to 
day. The payment is enforced by repeated takids and on failure tO 
clear up interest yearly, suit is instituted. Some wait for three years 
in case of iinsetnired debts and for six years in case of secured debts. 

irrii) Yes. 

Ur viri) No. The cultivators are prepared to shed even their life blood 
for his laud so long as the land is theirs and they try their utmost to 
produce more and in an efficient and better manner that is known to 
them, but all his methods are antiquated and unscientific. 

QllOStimi (it) Small subsidiary industries may be aided by 
State in accordance with the provisions laid down in" the proposed JBill 
for State-aid to Industries, If the producers can get capital at a 
intereiH and if thei*e be State supervision of some sort then the producers 
may get %etter return for their produce. Model industries may be 
Opeued in suitable places in each district. 
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There are various small cottage industries in whicli the farmer 
mav engage himself to supplement his income and to raise his standard 
cf living. I can suggest a few: spinning, rope-making, mtranchi- 
making, towel-making, poultry-rearing, dairy-farming, basket-making 
and such others. 

(/’r) Capital required for small industries is very small and that can 
be secured from central banks or some banks which may be established 
to advance money at small interest* to people wlio are engaged in such 
small industries. They should form themselves into societies of un- 
limited liabilities. 

( r) The central co-operative banks may tinance such industries. 

Question 6A. (/) Tliese are financed by floating a company for the 

puriiose and securing capital by sale of sliares. With tlie (‘apital thus 
securt^d permanent structures aie erected and these are liyiiotlunated to 
procure money for current expenses. Later on ruiids are obtained by the 
sale or hypothecation of the produce. 

(//) 1 suggest tliat these industries may be finam ed by an Industrial 
State Hank to be estaVilished on the lines of tlie (V>-operalive Societies 
De[)aitineut with sufficient capital to supply funds for these iiidu:?iJies 
at a very sinail rate of interest to tliose only wlio will be prepared to run 
tliat Inisiness under cetaiii i(‘stri(‘ii(ins to be imj>o8e<l by an Act, or the 
State may aid such industries through some agencies under cetlain safe- 
guards. 

Question 6B. (/) I'liere are no special facilities for these people. 

They borrow like ordirtary cultivators from co-operative banks (both 
central and urban), banks with limited lialuTities, indigenous banks, 
private bankers and mahajans. Tlie labourers sometimes liorrow at 
high rate of interest from Kabulis as they canuoi afford to give semiri- 
ties to bonafide bankers. Some banks advance money to those labourers 
who can create a trust in t!ie minds of the bankers liy rc^gular jiaymeiit 
of the interests and portions of the luincijml every month. A.s regards 
fisliermen, they generally borrow from jnivate persons and sometimes 
they are financed by co-operative banks when they form Iluvmscdves into 
co-(»perative fishery societies. In these jmrts of the provinee there is 
a peculiar system of securing capital by small traders known as chaila 
system and these Chattawalas some of wdiom are geutlejnen are as relent- 
less as the Kabulis. They lend out money on condition that the 
borrower would pay every (lay one pice for every rupee for 72 days and 
bj" that way both the principal aiul tlie interest would be fully cleared 
up. The interest (calculated on this basis (^.omes up to (> per cent, per 
mensem or so, i.e., lls. 72 jier cent, per annum or more as the intciest 
is daily realised and daily reinvested. 

(//) The day-labourers borrow money to secure ordinary amenities of 
their life. A labourer gets, say, 10 aimas a day and if he is to buy a 
piece of cloth or is to meet some extraordinary expense, say, medieval 
help, be must borrow. He has also to borrow to get liis daughter 
married, which is obligatory. 

The fisherman borrows to get his fishing net and those wdio are not 
aetiially engaged in the ac/ of fishing must get some capital to carry 
on their trade. 

Small traders borrow to get their stock-in-trade. 

Service-holders borrow to meet some extra expenditure, e.g., 
marriage ceremony of their daughters, 5rad!/i eeremOnies of their parents 
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or to meet medical expenses and also when they are lying ill au<f are 
unable to earn. A service-holder, who works on a small pay, cannot 
manage to make his both ends meet; so he has to borrow every month 
to keep his body and soul together. The same is the case with middle- 
class gentlemen. The middle-class gentlemen have got small incomes 
which are not sufficient to meet the wants of the family, ^ 

The rate of interest varies from 12 per cent, per annum to 72 per cent, 
per annum. 

In case of secured loans the rate of interest varies from Its. 18 per 
cent, per annum to 6 per cent, per annum according to the amount 
borrowed. 

The larger the amount the lesser the interest. 

There are (ertaiii respectable zemindars, e.g., the Tarash Zemindars, 
and private money-lenders of respectability who lend at tlie rate of 8 
annas per cent, per mensem when the amount is heavy and the parties 
are respectable. But now-a-days the tendency is to demand interest at 
the rate of from 9 per cent, per annum upwards as respectable ijiid 
reliable banks have begun to receive deposits at 12 per cent i)er annum. 

(///■) Government render no help to the persons referred to. The 
co-operative banks of the urban type are of great use to middle-class 
gentlenien and service-holders but not to day-labourers, fishermen or 
small traders. The fishermen get some help from the co-operative central 
banks when tiiey form themselves into co-operative societies. Joint- 
stock banks render some help in particular instances to a few fortunate 
ones at high rate of interest. The indigemms bankers advance money 
to them at prohibitive rates of interest wlien they lend at all. To speak 
the ti-nlh these people are worst off so far as borrowing is concerned. 

If tlie Government can advance money to tliese i)eople directly or 
indirectly at the rate at whicli the co-operative banks give advances on 
taking two or tlnee sureties as security for realisation, it will be of great 
help to these people. 

iiv) The indebtedness of tliese classes is on the imu'ease. 

Question 7. (?) The co-operative banks are being financed by the 

Imperial Bunk and there are monetary transactions between co-opera- 
tive banks and Imperial Banks. There are no connections between co- 
operative banks and joint-stock banks and indigenous banks except that 
joint-stock banks and indigenous banks deposit money with the co- 
operative banks up to a certain amount, and under special permission 
of tlie Itegistrar, the co-operative banks may deposit money with joint- 
stock banks. 

(if) Tile maximum borrowing power of the rural societies is fixed 
according to the needs of the members. The limit of short term loans 
can be fixed with some certainty beforehand, but no limit can be fixed 
for long-term loans. So the members of the rural societies experience 
difficulties in securing long term loans. 

(ill) I think nearly 10 crores of rupees are required to finance co- 
operative movement in my district if co-operation is to be better 
organized and its operation is to be extended to most people of every 
village, 

(iv) So far as my knowledge goes, there is some competition between 
cooperative banks and joint-stock banks, loan offices, and branches of 
the iMpeml Bank of India. 



(v) It is very difficult to say definitely to what extent the com peti- 
tion goes, bnt it must he to a very small extent only. The competition, 
mostly relates to tlie securing of deposits and big amounts for purposes 
other than those mentioned in the Co-operative Societies Act. The 
Iniperial Bank and the co-operative societies have got certain limita- 
tions for advancing money whereas there are no snch restrictions in 
case of joint-stock banks. Tlie co-operative banks do not advance 
money to any person who is not a member of the hank and as the liabilities 
of the society members are joint and several to the extent of the amount 
borrowed, no man with sullicieiit money and credit joins the rural 
societies. 

Question 7A. (/) I'he c entral Iniuks may grant loans to depositors 

against their deposits but Tiot in individnal members. 

(//) No. The c*entral hanks liave not got siirticient funds to meet the 
present needs. If more funds (*an be made available then the scope may 
be enlarged. 

(Hi) It is a very delicate (juestioii, I would like to advocate free 
interleiiding of funds between co-operative societies and joint-stock 
banks and loan offices, but I am afraid to do so as most of the joint-stock 
banks find loan offices are not ran on sound basis* Moreover, if it were 
allowed to go on freely the (*o-operative banks would not be in a posi- 
tion to fulfil the functions for which tliey were specially created, i.e., 
to lower the interests and to teach ecxmomy to the people. Most of the 
joint-stock banks and loan ofiic es are mercenary institutions that charge 
prohiliitive rates of interest and have got no higher ideals. If there be 
any superHuity of funds of tlie central banks, then the surplus amount 
may be de])Osited with certain banks that conform to certain rules at)out 
the rate of interest and do sojiie sort of humanitarian works. 

(iv) At present no relationsliip existvS between them. lles|)ectable 
banks and loan offices do not lend monc^y to the members of tlie rural 
societies; so there is no clash between tliem and both can do good to 
the peo])le and themselves in their respective spheres. Now-a-days 
sometimes the jirivaie banks assist the co-ojierative banks by dejiosits, 
but the central banks never render any assistance to tin* private banks. 

(r) The central banks can issue che([ueH and fnindis to be drawn at 
Calcutta or any other place wliere central hanks and rural banks exist 
with tlie special permission of the Itegistrar. They f an also casli bills. 

Question 7Bi (/) The establishment of co-operative societies in rural 
areas has to some extent reduced the prevailing rates of interest in a 
limited area among a limited number of jieople. 

(ii) In certain areas where co-operative societies have been started 
the members of those societies are getting money at a lower rate of 
interest, Init the co-operative movement has not been able to kill out 
professional money-lenders. There is such a dearth of capital in our 
part of the country that if a man has got money, he will always get ample 
people to borrow from him at the rates dictated by him, but in the 
case of very small creditors and helpless widows, who used to do a small 
money-lending business, the establishment of banks has been injurious, 

(///) (1) The selfishness of the so-called leaders. 

(2) Ignorance of the masses. 

(3) Dishonesty of the office-bearers. 

(4) Want of self-help. 



758 


(5) Want of co-operation of comparatively rich people. 

(6) The growing poverty. 

(7) Irreligious tendency of evading payment. 

(8) Communal feeling of the self-seeking members who are always 
for their community against the efficiency. 

(9) Improvident habits of the people. 

Part lA. — Loan Offices and Joint Stock Banks in the MufassaL 

Question 1. (V/) At the district headquarters — 

(1) The Tarasl) Uauk, Ltd. 

(2) The Pabna Bank, Ltd. 

(•{) The Model Company, Ltd. 

(4) The Ulian Bhundar, Ltd. i 

(5) The Nakalia Bank, Ltd. 

(6) At the subdi visional headquarters — 

(1) The Tara.sh Banks, Ltd., Serajganj Branch. 

(2) The Serajganj Loan Office, Ltd. 

(8) The Serajganj Agricultural and Industrial Bank, Ltd. 

(4) The Town Bank, Ltd. 

(5) The Serajganj Bank, Ltd. 

(6) The Serajganj National Bank, Ltd. 

(7) The City Bank, Ltd. 

(8) The Commercial Bank, Idd. 

' (c) At other places — 

(1) Porjan Ia)an Office, Ltd. 

(2) Stlial Industrial Bank, Ltd. 

(3) Barapangashi Loan Office, Ltd. 

(4) Chak Pangashi Loan Office, Ltd. 

(5) Mohanpur Loan Office, Ltd. 

(6) Nohunia Trading Co., Ltd, 

(7) Saratuagar Loan Office, Ltd. 

(8) Bhtttbera Loan Office, Ltd. 

(9) Mahajan Banking & Trading Co., Ltd., Chatmohal. 

(10) Sittin Loan Office, Ltd. 

Two other banks at Molianpxir. 

QuOStfOII 2« («) Paid up capital 30 per cent. 

(h) Reserve fund 5 ver cent. 

(c) Short term deposit 20 per cent. 

(//) Intermediate deposits 40 per cent. 

(e) Long term deposits 5 per cent. 
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Quastidn 3» (/) Cunent 2i per cent, per annum. 

Saving's Bank 4J per cent, per annum. 

Six months G| per < ent, per annum. 

Twelve months GJ per cent, j^er annum. 

Two years 74 per cent, per annum. 

Three years vS per cent, per annum. 

Four years 9 per cent. i>er annum. 

Special deposits 12 per cent. ])er annum. 

(if) Four years. 

QtiastiOfI 4. ia) 5 per cent. 

(h) 40 per cent. 

(c) d per cent. 

(</) 50 per cent 

(e) 1 per cent. 

(f) 1 per (eiit. 

Question 5« (/) Loans are granted to meet agricultural expenses 

and they are granted for one year. The rates of interests being— 

Up to Its. 50 — 874 per cent, per annum. 

From Its. 51 to Its. 1,000 varying from 27 to 12 per cent, per annum. 

Loans are contracted for tlie purpose of buying of lands, satisfying 
old debts, constructing big country boats for carrying' jute and other 
goods, for defraying the expenses of marriage ceremony of daughters, 
srad/i or fatna of parents and so on. The interests are g'eiierally cleared 
off yearly. The loans for agricultural expenses are generally re- 
paid w^ithiu a year, for other purposes, within three years, but 
when mortgage is given within six years. Tlie rate of interest for mort- 
gage debts are lowei’ in every case and the town rates are lower than 
mufassal rates. 

AVhere loans are issued to help trade and industries the rate is from 
Re. I to Re, 1-6-G per cent, per mensem. The interest to be paid monthly, 
there must be weekly transactions, otherwise the loan is closed. The 
loan is closed by the end of the year and fresh loans are issued in the 
beginning of the next year. 

(//) Some banks demand compound interest witli three montliis’ rest, 
some with yearly rest and some banks dir not charge compound interest. 

(/?/) iSome hanks deduct advance interest but not all. Some of the 
banks deducting advance interest give rebate, if payments are made 
according to stipulation. 

(iv) There is a mention of a due date or a irada in the bond. If 
the borrower pays interest regularly every year the banks wait for three 
years, but if interests are not paid yearly, a suit is instituted at the end 
of the third year. 

QuestiOII 8. (/) Yes. These banks lend money to agriculturists. 

They are the principal clientele of all banks. They borrow for all 
purposes from the banks. 

(it) These banks can serve the interests of agriculturists as satis- 
factorily as any other agency, if not better. 
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Question 7. (/) Yes. Jsot more than 10 per cent, of their working^ 

capital is so employed. 

(//) These banks, with the exception of a few, do not undertake the 
doing of ordinary commercial banking because the income from this 
source is not compatible with the trouble. The office-bearers are not 
Buffi(*iently educated in banking business. They understand simjjle loan 
business, i.e., to invest money and realise interests. The share-holders 
have got no other ideas except high dividends. 

Question 8« {i) Not less than 10 per cent, of the profit is utilised in 

building up a reserve fund, whicli is invested in Government securities. 

(//) The rates of dividend vary frojn hank to bank and from year to 
year. The dividends have been varying from 14 i)er cent, per annum 
to 25 per cent, per annum. 

Question 9> (/) Some of these banks kee]) accounts more or less in 

conformity with the method of the Imj)erial Bank. Gthers keep their 
accounts in Bengali but in the English style used by the Calcutta banks. 
Some have got khata accounts in the old indigenous style. They follow 
the double entry system. 

(///;) .A uniform system of accounting and balance sheets may be of 
fioine use to the backward banks which have not got a fully (jualified staff. 

^Quoation lOi 1 am against the idea of these banks being federated 
into a central banking institution. This will take away the initiative 
of those who are loc ally engaged in banking but I wcdcoine the idea that 
all these banks may receive financial aids fiom a c entral institution like 
the Provincial (\>-operalive Bank, if they so like, by registering them- 
selves with the central institution. 

Question 11. The loan offic-es can lake a bigger share in financing* 
trade and agricurture if sutticient funds be available to tliem at low rate 
of interest. With the advent of innumeraliie inercemiry banks and loan 
offices the rates of deposits luive risen lu’gh and consecjueiitly the rates 
of interests of investments. The depositors are in a position of dictators. 

Question 12« There lias not been any case of bank failure in the 
strictest sense of the term but the affair of a certain bank in Pabna 
Sudder has come to sucli a pass that it may be called bank failure as it 
has been unahle to meet tlie witlidrawals of deposits. One of the causes is 
that the bank concerned invested all its money in lands by taking 
mortgage of zemiiularies. Tliere was no money in liquid shape to meet 
withdrawal of deposits, so when deposits matured it could not pay 
though the assets were sufficient to meet tlie demands. The main cause 
was the blocking of capital. 

Part II. — Indigenous Banking. 

Question 1 . The indigenous hanks or hankers discharge all the 
functions of joint-stock banks or loan offices. They receive deposits, 
lend money, issue and receive hundis, give cash credit, advance money 
on the Jiyimthecation of goods. 

Question 2. Half the total finance of the district is supplied by the 
indigenous banks. These hanks advance money generally to traders 
and sometimes they finance industry by lending money to the industri- 
alists. They advance money to agriculturists on condition that the 
crops growing in their lands will be sold to them on price previously 
fixed. 
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QltestiOfI 3» In eTery place of iinxK)rtance, in every ^'niokaiu/’ in 
every hat, in every important village there are indigenous bunks and 
bankers. 

(a) Some twenty erores of nijiees are invested by these hanks. 

(h) Three-fourths of the commercial business is done by them. 

(r) Expenses come up to 10 jjer cent, of the total outi>ut. 

(>/) There is free intercliange of capitals amongst indigenous banka 
of standing and credit. The indigenous banks do not advance money 
to joint-stock banks because tliev do not understand banking but advance 
money to persons connected with joint-stock banks on persoiiul credit. 
That, however, cannot help the banks as the rate of interest is prohibi- 
tive, so far as the banks are concerned. These ijidigenous banks have 
nothing to do witli co-operative banks. Some of the ju’oprietors of these 
indigenous banks who Iiave iml)ibed modein ideas have got ac(*ounts with 
the Imperial Banks and use the Imperial Bank for reiniltance of money,, 
but tlie big ones get the money by issuing hiiiuHs and when the demand 
amounts to several thousands they send money per bearer. 

Question 4. Tliere are two kinds of Imndis mnv iii general use, oije 
is “darsani’’ to be paid id sight and the other “muddati/* i.e., to. be 
paid on tlie expiry of a (crtain period after presentation. The hiindie 
are of extensive use, hut there are only a limited numher of firms whose 
hundis have goi any crtnlit in tlic* market. So people get Imndis of those 
firms only and llie other fiiius do not generally issue Inmdis. 

Question S. (/) Generally, money is advanced in current account 
(Kholakhata), These accounts are resorted to l)y persons who are 
engaged in trade. 

On the first day the borrowers themselves go to tlie indigenous banka 
and sign a khata with stamp and enter in tlie khuta tin* sum liorrowed 
by tliem in their own haiidwiiting. In siihsequeiit transaidions the 
borrower or his accredited agent writes out tlie amount jaiid or recauved 
in his own handwriting. In some banks tliere are donlde khatas; one 
I'emains in the |)ossession of tlie borrower ami another in the jiossession 
of the lender and the writing is done by opjiosite parties in opposite 
jiarties' kliatas. This is just like cheque system witli pass books. 

Cash credit is also given in khata account and the wordings are those 
of hand-note. 

Interest runs from day to day and all loans must be cleared U]) to the 
l^ie by a certain day accordijig to the (‘iistoms of different indigenous 
banks. All Marwaris have got Bamnavanii and others the Isl of 
Baishakh or Hatha jatra day. 

(h) Issue of hundis and income from business. 

{Hi) The rates of interest — 

Current — 6 annas per cent, per mensem. 

Fixed (for a year) — 8 annas jier cent, jier mensem , 

Question 6» (/) When below Rs. 60, the interest is one anna per 

rupee per month. 

(it) Above that vsum the rate is three pice or two pice per rupee per 
month according to the solvency or otherwise of the party. 

In Baishakh it rises up to two to four annas per rujiee per mouthy 
i.e., 150 per cent, per annum to 300 per cent, per annum. 
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There h no uiiiiorm rate. The rates vary in accordance with the 
^degree of the unscnipulousnesg of the creditor and stupidity and help- 
lessness of the borrower. So far as paddy is concerned, the agricul- 
turists have to i)ay 200 per cent, per annum as interest. The system is 
that when the paddy is borrowed the creditor takes a document for one 
,and a half of the price then prevailing, i.e., if paddy sells at Rs. 5 
per maund the creditor will demand a document for Rs. 7-8 to be paid 
within three months. 

(/V/’) The rates can be brought down only by supply of sufficient 
capital. The capital in circulation is insufficient to meet the d^iwands 
of the people. The income of the people is not sufficient to make their 
bolli ends meet; so they borrow at any rate and try to evade payment as 
much as possil>le when they cannot pay. 

No orgaiiiy^aiion can bring down rates of interest. There must be 
etifficient supply of capital, tlie peojde must be taught economic habits, 
productive powers should be increased and industry must be developed — 
then only can the rates of- interest come down. Yes, the reduction of 
rates would confer great benefit to the agriculturists. * 

Question 7. (/) So far as my knowledge goes, a feeling of prejudice 

has been engineered here against the indigenous bankers of small capital, 
most of whom are Hindus. Biit there are petty indigenous bankers 
(Hindus and Muhammadans) who are unscrupulous to the core and there 
must be ivrejudice against them. 

(li) I think they are not sufficiently protected in law. They xise 
jflome methods in good faith which are not strictly legal and when they 
take recourse to law, it cannot help them. 

(///) Registered and approved indigenous bankers may be given some 
facilities as is given to tlie c;o-operative societies. 

(iv) The dealings of such bankers with their clientele are not con- 
ducted on sound lines. 

(i») (a) Some bankers take blank documents from tlieir clients. That 
must be made penal. 

(h) Thumb impression is not taken from illiterate borrowers. Law 
•should be so framed that in no case tlie cmiirt should grant a decree for 
a document which has not got the thumb impression of illiterate 
borrowers. 

(o) In the back of the stamp certain rules for guidance of both 
borrower and lender may be printed in vernacular. 

(d) No document which is not registered should be valid without the 
autlientication by certain class of officials within a week of the execu- 
tion. 

(c) It is very costly to examine Handwriting Expert in order to 
test the genuineness or otherwise of signatures in documents. It is, 
therefore, desirable that taking of the thumb impression of the borrowers, 
both literate and illiterate, should be made compulsory in all cases 
when the document is not registered. 

Q}l68ti0tl 8. (?) A register of indigenous bankers, who carry on 

money-lending business, may be prepared and a set of supervisors like 
those of the central co-operati%"e banks may be deputed to check the 
account books and documents from time to time and they may do pro- 
paganda works to teach the time principles of money-len<!ing and keep- 
ing the rate of interest within reasonable bounds. 

{//) This question is allied to question (?). 
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Uniform system of keepiiifr daily proper aeoounts should be intro- 
duced. For a few years projuuly bound kliatas with jiroper printed 
headings for entries sliould be introduced. In ease of big indigenous 
banks the khatas are properly kept, but they do not do their business 
in a strictly le^al way. They should be advised to do so. There must 
be inspectors like auditors to (‘heck the books of these banks twice in a 
year and at the Sadar and Subdivisional headipiarters a regivster of these 
persons, village by village, sliould be maintained. That is, the indi- 
genous banking system sliould be organized like the co-opejative banks 
and jc^int-stocjk banks. Every indigenous bank must get a seal, must 
have thumb im]>ressiou a])paratus and proper |)ei‘sons to keep ac(‘OUiits. 
Those who will not have their ?iames registered and not keej) proper 
accounts inspected by proper authorities should not get a deciw. For 
every payment re(‘e!])ts should he granted. Failure to grant proper 
receipts in proper time will make the party liable to some fine after 
enquiry by some official, say, circle officer, and, if the charge be frivolous 
the party complaining would be liable to fine. 

(Hi) Special facilities for speedy realisation of dues should be 
devised. 

In some cases the lands ami movables sliould stand as securiiVv 

The registration of mortgaging of lands for sums below Its. 100 may 
be optional and it shall lie effective on condition that notice is given to 
proper authorities who serve registered notices on the so-called borrower. 

(iv) The petty indigenous banking community would stand deadly 
against the introduction of these measures. The big bankers would not 
seriously object if the inspectors and auditors do not give any informa- 
tion to the in(‘ome-tax officers. 

Question 9. The net r(?turns of indigenous banks, free of all (‘oste 
and incidental expens(\s, come up to 25 per <‘ei)t. of the capital invested. 

Question 10. The indigenous hanks ami liankers have to refuse-;;, 
many for the insufficiency of their working (capital. Of course, some 
are refused for insufficiency of security. 

Question 11. (i) In case the workings of the indigenous bankers are 

put on sound basis and they care to have their accounts audited by auditors 
and to draw up proper balance sheets, the Calcutta banks may be pre- 
pared to advance money as the Provincial Co-operative Banks do to the 
Co-operative Central Banks. 

(it) The local banks have not got sufficient funds, so it is useless to con- 
nect the indigenous banking system with local banks. 

I would suggest the establishment of a branch of a Central Reserve 
Bank in each district and principal trade centres like Serajganj, Narain- 
gunj, Jhalakati, etc. Such branches should be authorised to do 
business with individuals, taking indigenous bauks^as individuals. 

{ni) By advancing money on bank rates. 

{iv) There would be no clash whatsoever. 

There is ample field for investing as much capital as is desired. If 
the rate of interest comes down, that would be a great boon to the people 
at large. The only interest of the people is to get money at cheap rate. 
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Question 12. No. There is dearth of money. There are certain 
capitalists who keep their money secreted away and do not employ it 
for any useful , purpose. 

(ii) No. 

Part 111. — investment Habit and Attraction of Capital. 

Question 1. (Ill) (a) Postal Saviiio-s Baiiks aiui Cash Certificates. 

(b) The different banks that receive de})o.sits of vaiioiis sorts for any 
ainount, 

(r) The insurance societies. 

(ir) In towns and lar< 4 ‘e villajres, where tfiere arc hanks and post 
offices, the public has M^)t certain facilities for investment 

(v) The union hoards may l)e antJiorised to receive de|)osits at a 
certain interest. Every village may then cet an opportunity to invest. 

Question 2. (/) Postal Cash Certificates are popular witli the per- 

souws who have got hanking habits and who have not tasted blood (i.e., 
high rate of interest). They may be made popular if the term of their 
repayment l)e shortened and they be available in big villages and trade 
marts, and agents are deputed to every village for their sale. 

(//) If the rates could possibly be made a little higher, the Cash 
Certifi(‘ateH would be more popular. The existing terras of issue do not 
require any change. 

(///) Savings Banks do not afford all possible facilities, as with- 
drawals are allowed only once in a week and the rates of interest are 
too low. The (Tovernment may secure larger amounts by raising' the 
rates of interest and reinvesting them in l)anks of repute. 

(Ir) Mostly middle class gentlemen resort to Savings Banks invest- 
ment. 

> (r) Other classes may he attracted by propaganda and by raising 
the rates of interest. 

(vl) Tliere is no competition between the Government and banking 
institutions as people deposit money witli Govei*nment for absolute 
safety. 

Question 3. (iil) When money comes into the hands of educated 
people they spend it or the most p^rt of it in productive works. Agri- 
culturists think of purchasing lands and launch in boat-making, pur- 
chasing articles of luxuries and corrugated irons and so on and so forth. 
Middle class gentlemen would save some portion of it and deposit with 
some banks. 

(Iv) Yes, the agriculturists lend to their fellow agriculturists. The 
rate of interest is rather higlt : from 15 per cent, per annum to 300 per 
cent, per annum. In prosperous year they purchase lands and waste 
the rest. 

Question 4. (/) With the increase of banking habits and spread of 

edxication the habit of using cheques is on tlie increase. 

(n) Larger use of cheques. 

{Hi) Educated people and businessmen use cheques. 

I am not an advocate of vernacular scripts. 
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Question 5« (i) Yes. 

(ii) It is due ‘to the geniuvS of the people of India. They are taught 
by their religion not to amass money. They follow the rule that they 
should amass only to give. The lands of India are fertile, so the people 
are indolent and improvident. They do not know self-help and economy. 
They know that they would not starve but would anyliow be maintained 
by anybody. 

(///) The propaganda work for investing the savings of the people 
tarried on by the Co-operative Department. Other banking institu- 
tions should also organize themselves to do the same work. The ideals 
may be spread through schools. 

(iv) The opening of new branches of the Imperial Bank has been of 
great help to the growth of trade, commerce and industry. Tlie recent 
abolition of the branch of the Imperial Bank at Serajgaiij lias very 
injuriously affected the banking institutions of tlvis town. 


130. 


Raja Reshae Case Law, C.I.E. 


Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (/) Owing to tlie absence oi: agricultural and land 

mortgage banks, most of tlie agriculturists have to depend on the village 
mahajans and niiddlemen for financing their cultivation and movement 
of crops. Taking tlic agricultural population of Bengal as a wliole, 
the few credit socielies whi(*h of late have been liroughi into existence 
are quite inadequate to coj>e with its needs. 

(а) Agriculture in Bengal is carried on in the antiquated way which 
is not so expensive. The standard of living is very low and the culti- 
vators, generally illiterate, have neither the means nor the ability to 
adopt the system of agriculture with mecdianical appliances requiring 
greater outlay, but bringing large prfiduftion nnd profit. Hence the 
little capital required is ol)taine<l geuerally fj’om local soinces. The 
interest charged usually varies from 1<S to To per cent, per annum. 
In remote Aullages both the interest and the capital are paid ha<*k in 
kind and coin. In some cases the borrower mortgages his land or 
pawns ornaments or other movables, but generally, the agriculturists 
who cannot grow corn without having recourse to loan have very sel- 
dom any ornaments or valuable inoval)les to pawn. In many parts 
of Bengal the aratdars and purchasing agents of companies carrying 
extensive trade, advance a decent i>ercentage of the ap})roximate value 
of the standing crop. Such advances are generally called Dadan, 
Apart from all these, the cultivators take advance of paddy from those 
who store and deal in paddy. This is called Bari. The interest of this 
Bari varies from 25 to 50 per cent, for a period not exceeding six 
months. 

(б) Permanent improvements in the shape of construction of bund, 
sinking of tube-wells, levelling of land, etc., are very seldom carried 
on by the poor cultivators who helplessly depend on the vagaries of 
the monsoon, help from the zamindars and the productive schemes of 
the Government. Want of capital for carrying on permanent improve- 
ments of land is at the root of the misery of the people. 
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(c) A lar^e percentage of the agriculturists is not in a position to 
make any provision for evil days. Hence their sufferings are very 
great in the years of failure of crops due to drought or flood. They 
cannot pay the dues of the landlords nor can tlu>y feed their cattle. The 
relief societies and (Joyernment organisatioiis, however inadequate, at 
times alleviate their distress to a certain extent. 

(/'/) Loans taken for agricultural purposes are generally for short 
terms and in the majority of cases they do not exceed 7 months. The 
interest charge varies from 18 to 76 per cent, and the securities are 
generally the standing crops and the credit of the party, i.e., his 
honesty, past conduct, etc. But occasionally ornaments and; valuable 
utensils, etc., are pawned. In case of long-term loans, the landed 

K erties are mortgaged. In the absence of reliable statistics, any 
and statement of the proportion of secured to unsecured loans is 
of no value. 

(Hi) The Imperial Bank and the joint stock banks are not directly 
concerned with the fiiuuicing of agriculture. But the co-operative 
credit societies of mufassal, indigenous bankers, professional money- 
lenders, the agents of merchants, be])aris, araidars, fariahs, and some 
solvent zamindars finance the agriculture of Bengal. But the interest 
is very high, and so the borrowers can seldofti free tlieinselves from 
theij’ (dutches. Moreov(u-, a permanent inijuovement ot agricultural 
condition cannot be ( arried on partly for t])e low borrowing capacdtv of 
the cultivators and partly for the limited resources of those who lend. 

(//') JNiO. Under the present circumstances, it is not possible to 
form an estimate of the total capital retjnired for the, purposes stated in 
((/), (h) and (c) of (/) in i. 

(/’) For want of education, dearth of capital, and absence of organi- 
sation among the agriculturists, they cannot even make the best use of 
the limited siipjily of capital whicli is lo<‘ally available for cultivation 
and for the movement of these crops. Tl»e n»ain d(d(Mds in tlie present 
system of fiiuuicing agriculture are the following: — 

' ((/) Ilif/h rate of interest which the debtors have to pay to their cre- 
ditors. Tin’s leads to perpetual indebtedness. 

(h) Ununiform rate of interest places the persons wlio borrow at a 
higher rote of interest under great disability, because borrowers at a 
lower rate of interest can easily sell their articles at a cheaper rate and 
thereby lower the market price causing loss to the former. This is one 
of the defects in the way in which agriculture is financed at present. 

(c) Partly for the inade(|uate supply of capital and partly for the 
high rate of interest (barged by money-lenders the cvltirators cannot 
hold up their produce for a better market rate. The piir(‘haser diidates 
price. Such is the helpless condition of the growers. 

It is not easy to remedy the defe(‘ts mentioned above. However, 
the following among others appear to me to be of some help to improve 
the present state of affairs: — 

(a) Spread of education, without which it is not possible to foster 
a banking habit among the people, is absolutely necessary. 

(h) Mulfiidica^^^^ of Credit Societies, so that a greater number of 
people may nave the benefit. 

(€) EstahU$hment of a close connection hetween the village moneys 
lenders and the hanks, is necessary, so that the former may easily get 
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ciftsB credit at a low rate of interest, say, one per cent*^aboTe bank rate,, 
in time of seasonal demand. 

(d) Special Legislation, making tlie present system of tortuous and 
lengthy procedure for realisation of dues simpler and attractive, may 
remove the shyness of capital. The fear of a law suit with all ita 
paraphernalia is responsible for making the village capital shy. The 
court should in uiatters of agricultural loans allow^ repayment by larger 
instalments otherwise the capital which is already shy tends to be so 
in a greater degree. 

Qunstioil 2n (i) The <*onsiimer is a long way off from the producer. 
Naturally the producer's share of the profit is much less than what it 
should be. This is principally due to his inability to hold up for want 
of funds. He is in chronic need, and there are also the pressure of the 
creditor and the tagid for rent of tlie landlord. The dadandars take 
delivery of the cioi)8 from tlie khamar and at a price mucli lower than 
what is current. Absence of easy means of cominunicaiiou and ignor- 
ance of tlie raiyat (Himpel him to go to the nearest inokam or hat and 
accept the price dic'tated liy the aratdar, bepari, paikar or faiia. Thus 
the transac tion takes place at a time when everybody is eager to sell. 
Hence the commodities cannot fetcdi better price. Had their been 
organisati(m among the cultivators and had they been properly financed 
to liold n{» and dictate tlieir own terms, they \vonl<) certainly have been 
able to secure ln»ttei* price. 

{ii) Pools and co-operative system can be ex])ected to produce the 
desired eft'ecd only when tlie cultivators bec'omo liteiate and the work 
of these organisations is managed in tlie proper spirit, i.e., for doing 
real good to the raiyats. Otherwise the place of the exacting money- 
lendeis wm' 11 only be taken up hy another set of exploiters bearing a 
different name. At any rate, there is no luirm in cari*ying on the 
experimoni. Hut f am not very optimistic aliout its success so long as 
there is no mass education, and the development of tlie right co-Opera- 
live spirit. 

(/r) To benefit the cultivators the financing of prodiicts is neces- 
sary before marketing, and not exactly during marketing-. When the 
coinmodity is in the market, the purchaser gives the market price. 
It w^ould of course be a great gain to tlie cultivators if licensed ware- 
houses be opened and arrangements be made also with the arat<lars so 
that they may advance a pro|)ortioii of the value of the articles stocked 
at an interest a little aliove the bank rate and a<ljust tlie account when 
the actual sale takes place. 

(r) So far as the (‘ultivator is concerned there is practically no 
difference between cre<lit facilities required for internal trade and 
foreign trade. These are matters with -which tlie merchants are con- 
cerned. 

(vi) (a) and (h) From the village to the poii is a long way. It has 
been told above that the beparis, farias^ aratdars and x>nrchasing agents 
are in direct touch with the f>rc>ducer. The indigenous bankers, money- 
lenders, co-operative credit societies, etc., finance their business at this 
stage. Then comes the stage of the merchants who stand between the 
beparis, etc., and the foreign market. These merchants secure money 
in various ways, e.g., Hundi, Purja, Khata Bald, etc. Of these, 
Hundi, Purja and KhatE Baki depend on the bazar credit of the mer- 
chant. The Exchange Banks deal with the merchants in export and 
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import trade. The known parties get money from the banks with 
n^hich they work on production of a bill of lading, a bill of exchange 
-and insurance policy. In case of impoit trade some of the importing 
houses borrow money from their banks according to their own arrange- 
ment. Then come the banyans and dalfils who stand between the 
importers and tiie beparis. The terms of payment are not always the 
same. There is the system of payment on delivery of goods, or within 
a specified time. The bepari who is in need of money secures it either 
from his bank on cash credit system or through hundi, ourja or 
Khata Baki. The miifassal shop-keepers purchase eitlier fioni the 
beparis direct or through an intermediary, a wholesale dealer. These 
mufassal men do not always pay the full amount. They are knpwn fo 
ihe beparis, or the wholesale dealers and get goods on payment of a 
fraction of the price. The rest is paid within a specified time.' Jhe 
eystem is not always without risk. But the sufficient margin of profit 
is a great consideration which leads the wholesale dealers to follow this 
system. 

(vi-a) The terms are not uniform. These are matters which dejxend 
on the relationship between the banks and the parties. The Indian 
merchants experience difficulty in securing cash credit and over-draft 
which depend partly on the chamcd-er of the security and partly on the 
reputation of the business firms. Guarantors charge higher percentage 
from the Indian merchants. Indian merchants in many cases cannot 
have their bills discounted or rediscounted on favourable terms. Of 
course, in financial matters credit and confidence outweigh sentimental 
or political consideration. But it is high time tliat arrange^]nent slioiild 
be made, if ])ossil)le with Government help, to make it smooth on the 
part of the Indian merchants to have greatej* l>anking facilities than 
what IS in existence at present. 

(vit) No. 

(viH) Internal remittance is managed by Postal Insurance, ordi- 
nary money order, Telegrai^hic Transfer and cheques through banks 
liaving branches at the places of business. 

(hr) Improvement of the present condition is possible only when 
there will be established banks at every place of biisiness and these will 
liave connection and work with all the principal banks within the coun- 
Iry. 

(,v) The luiiidis play an important part in the internal trade of the 
•country. Personal credit is the only security. Businessmen having 
good reputation in the market meet the sudden or seasonal demands by 
issuing huudis, the circulation of which is not in(‘onsiderable. 

(xi) Use of bills will be extensive when there will be easy discount- 
ing on favourable terms. 

(^ii) There are two kinds of hundies, viz,: — 

(а) Hundis proper, i.e., muddati and darsani and 

(б) Purjas. 

The difference between the hundi and purja is that the latter is not 
discounted. 

(mii) lj(o. It depends entirely on the credit of the party. No 
standardisation oa|i create credit and confidence. 
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{xv) The practice varies according toi^the convenience the parties. 
Bombay hiindies are sometimes discounted in Calcutta. 

{xvi) There is always some amount of risk in the discounting or 
rediscounting of hundies. So it is sometimewS not safe and easy to give 
facilities to discounting and rediscounting of hivndies. If the shroffs 
get money from the bank on easy terms, they may extend the same to 
the parties. . j 

{xmi) Railway receipts, bills of lading, bills of exchange and 
insurance policy as instruments of ownership are used for raising money 
during tjie process of marketing. 

{xviii) It is common knowledge that European factories and mills 
do not make payments on the production of bills of lading issued by 
the Indian-managed steamship companies. Actual delivery of goods is 
demanded before payment is made. Moreover, tlie merchants who 
carry their goods in Indian ships incur the displeasure of European 
customers. This boycotting tendency should be removed by all po»*^ 
sible means. One way of removing this difficulty will be to compel 
the European mills and factories by legislation to take representative 
Indian businessmen having share qualification on the directorate. 

{xix) If smdi licensed warehouses be brought into existence, the 
producer will be able on the strength of the certificate of storing his goods 
in a licensed warehouse to secure money without actually selling them. 

{xx) At the present stage of our trade and industry, Governmental 
support is expe(‘ted to proclme the desired effect. 

Quostiofl 3t {/ and ii) The position of the land, the quality of the 
soil and the rate of rent determine the price of the land. Potato, jute, 
sugarcane and betel producing lands having the supply of water with- 
in easy reach fetch higher price. Lakhiraj, Brahmottar, Ohakrau, 
Maurasi-Mokrari lands are in great demand. Means of commuuicration 
from the field to the market and nearness to the town carry great weight 
in raising the price of the land. Thus we see that the productive power 
of the land cannot alone fetch a very favourable price. Fragmenta- 
tion of holding is anotlier problem. It is tlieiefore not possible to give 
an idea of the |)rice of an acre of land in one word. Generally, the 
price of an acre of Lakhiraj land varies from lls. SOO to Its. 1,500. 
Below that is the price of the Mokrari land. The price of an acre of 
ordinary rented land varies from Its. 150 to Its. 750, 

The question of title very often determines the price. In auction 
and court sale people sometimes purchase property at a very cheap 
price. But it all depends on the bid. In sales by private negotiation, 
the transferor does not transfer his property unless he gets his desired 
price. But in auction and court sales he is not given the choice. The 
sale takes place under the order of the court over which the owner has 
no control, therefore, he has no facility for obtaining the usual market 
rate. 

QfiMtiOii 4. (/) No. 

(it) It has given the occupancy raiyats the right to transfer his 
holding. There is nothing to stand in the way. It has conferred on 
him certain rights, e.g., cutting trees, digging ponds and erecting 
pucca buildings. The conferment of greater rights has naturally added 
much to the value of the holdings, and the raiyat has come to krow 
and feel that he is owner of some property. But how far this will 

49 
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work to his hemfit is difficult |o tell. In my opinion it has jpaved the 
way for making them landless paupers. The mahajans will at first 
hold lands on mortgage and will in course of time become owners. 
Thus the raiyats will be reduced to ihe position of landless bhagch&s 
jotdftrs. 

iiii) Smallness and fragmentation of holdings diminish their eco- 
nomic value. Hence the money-lenders do not like to advance money 
on mortgage of such holdings. But in a country like ours where in 
many districts there is a network of rivers or canals for irrigation and 
where people have to depend on the vagaries of the monsoon, the frag- 
mentation of holdings is not without its benefit. In a mouza specially 
in west Bengal there are high lands, low lands and marshy lands with 
different kinds of property of the soil. Bo a raiyat having his land 
scattered throughout the mouza will get something even if there b* 
drought or flood. In the year of inadequate rains the low land will 
give him crops and in the year of heavy rains the high lands will show 
their worth. Under the present circumstance.s, it will not be jirudent 
to stop fragmentation altogether. 

{iv) and (r) To iny knowledge there is no land mortgage or agricul- 
tural bank exclusively for the purpose. The oue that is in iS'aogaon 
is a development of co-operative bank. 

(vi) At first a demand for such hanks should he created by leiuoving 
illiteracy and teaching the raiyats the use of scientific implements and 
manure. Otherwise they will get capital without knowing how to make 
use of it to their advantage. A few land mortgage banks, say one or 
two in every division, and co-opera ti\’e credit societies, one in every 
five or six union hoards, and a model farm within the jurisdiction of 
a thuna may do useful work for the present. .Such an arrangement will 
make it easy for them to get capital and also hold hetore them the liv- 
ing example of the model farms teaching them how to make the best 
use of the capital. The necessary details regarding capital, etc., for 
starting and managing these institutions are matters to be settled by 
a committee of experts. At any rate the Government is to chang’e 
the angle of vision and come to the rescue of the jieople. If it he left 
to private enterprise I make bold to .say that the jjeasautr3' of Bengal 
will have to wait indefinitely. 

(r//) («), (h) and (c) It is agaiu.st the principle of bank management 
to purchase litigation and hara.ssment by investing good moiie}- of the 
hank. Hence the title of the clientele must be clear and the process 
of realisation of money easj", so that the banks maj' carry on work 
without the fear of loss. Such a process may require some change in 
the record-of-rights and technicalities of law which should be decided 
by a committee of experts. 

{viii) The working capital will at the start be principallj- derived 
from share capital subscribed partly bj* the borrowers and partly by 
the investing public. To make the shares attractive there should be 
Government support. Certain amount of deposit from Government, 
district boards and municipalities will create faith and confidence in 
the banks, and private deposits (demand or time) will then come of 
themselves. Governmental supervision is necessary. Debentures may 
be issued, if required. 

ii£) Government should guarantee the interest of the bond as in 
case of certain railway debentures. 
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(4) One or two local Government officers, executive or judicial, 
must be included in the directorate. The reserved capital must be 
invested in Government securities and necessary lej^islation may be 
made to secure the Government against loss. Certain percentage o£ 
profit may be credited to Government account. 

(xi) In financial matters there cannot be any hard and fast rule or 
a set standard. The supply of capital depends on so many considera- 
tions that it is not prudent to attempt to stick to a particular method. 
It may, however, be said that without some lorni of Government sup- 
port it will not be easy to obtain capital for these banks. A uniform 
rate of interest for lending capital is good no doubt from the standpoint 
of the agriculturists but it is against the principle of banking. Capi- 
tal should not lie idle in the bank. When there is a heavy cash 
balance, the rate of interest must be brought down. When there is 
scarcity of money the rate will be raised automatically. However, 
there are matters to be settled by the directors or the Government from 
time to time. Of course, they should see ihdt the interest may not be 
prohibitive. 

(xii) Goveriiiiient guarantee is necessary. 

(vii) Nil. Very probably the agriculturists do not know tiuit tliere 
are vsuch Acts, Tliey are ignorant of the procedure to be followed in 
taking advantage of the Acts. 

(viii) The operations of the Acts may be prom|)t only wlien the 
people are educated and the Government makes arrangement for giving 
wider publicity to what they are prepared to do for the cultivators. 

(ix) Yes. Tliey advance money at a very high rate of interest and 
realise the same with interest simply by zvlmn. During cold weather 
the Kabulis take warm clothes, sucli as wrappers and coats, etc., to the 
remote villages and sell on credit to the villagers at more tluin double 
the usual price. The money is realised in instalments. The defaulters 
are forced to beg, borrow or steal and clear up their liabilities. Kabuli- 
walla’s zulurn has become proverbial in rural Bengal. 

(xiv) Seeds and paddy meant for distribution among the needy in 
normal times may be stored in godow’ns attached to the houses where 
the union boards’ offices are located. The President will distribute 
same either on recommeudatioii of the member representing the 
village where the borrower resides, or he may use his own discretion 
and lend it himself. 

(.arr) Hate of interest of paddy loan payable in kind varies from 25 
to 50 per cent, in four to six months. 

(xvi) The interest referred to above and calculated on the basis of 
J or i of what is given as Bari is lealised along with the quantity given 
as loan in the Bengali month of Pous or Magh, The borrower is com- 
pelled to store the paddy in the kharnar of the person from whom he 
borrows and he takes hojiie what is left after clearing off his liability. 

(xTii) Yes. Instances of actual tenants being reduced to the posi- 
tion of bhagchas jotdars are not rare. 

(xviii) Not so long as be exercises sixteen annas proprietary right 
over a particular piece of land. The attitude is changed when he is 
reduced to the position of a bhag-cha.si. Incentive to produce more 
and in an efficient and better manner is reduced so far as the bhag 
jote is concerned. 
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QiMrtion 6« {i) In the liet ol the subsidiary industries mentioned 

in the questionnaire the following- may be included — basket-making-, 
cutting and sewing, dyeing, rope-making, net-making. 

(it) These industries can be encouraged by making apangement for 
giving wide publicity and holding periodical exhibition at central 
places not necessarily in towns. The melas which worked as incentive 
are disappearing.'' Attempts must be made to revive and organise 
these melas. 

(m) Improved method of spinning and weaving may be introduced 
in the villages so that the cultivator may make an extra income by 
devoting his spare time to this work. Sewing machines may be taken 
to the heart of the village wliere some of the villagers may be taught 
sewing and cutting fatuas, shirts, etc. - 

(tv) and (v) The co-operative ci-edit societies should supply the 
machines to the cultivators and make arrangement for the realisation 
ol the price by instalment payment. 

Question 6B. (/) Handnotes, mortgages of immovables and pawn of 

movables are the principal means by which the persons referred ‘to 
obtain loans from the money-lenders or gentlemen who can manage to 
have some surplus. 

(m) Since the great European "War the condition of these people 
has become so precarious that generally they live from hand to mouth 
without any surplus and whenever there is any unforeseen calamity 
which requires money they have recourse to loan. Protracted illness, 
sradh ceremony of parents and marriage of both sous and daughters are 
the principal purposes for which loans are contracted. In case of 
secpred loans on mortgage the interest varies from 12 to 18 per cent, 
according to the character, both of the party and tlie property. In case 

unsecured loans, e.g., handnote, the interest varies from 18 to 75 
pet cent. 

(i«) The co-operative societies where they are in existence have to 
a certain extent been able to diminish the rate of interest charged by the 
money-lenders. But the relief does not count when we consider the 
disffess of Bengal as a whole. 

(j’v) Indebtedness among tire unemployed middle class gentlemen is 
■oil the increase. 

' Question?, (t) The Imperial Bank when necessary advances 
xUoney to the Provincial Co-operative Bank of Bengal, which is in close 
touch with the central banks and through them with the co-operative 
societies working in the mufassal. They receive guidance and help 
from the Provincial Bank. There is nothing to prevent inter-action 
among the different kinds of banks. 

(m) The funds are inadequate to meet the whole demand of the 
people of the locality where a particular society works. 

(m) No. 

(iv) Not that I am aware of. 

(-Vi) Desirable things are not always feasible. Suggested list of 
financial concession includes subjects which are Imperial. But it 
sboiUd be stated bere that any relief is cordially welcome. The best 
solution would be to make arrangements with the big banks to give 
advancs to the. approved co-operative societies on easy terms. But 
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this cannot be done u dess there is a reliable guarantor. The Provin- 
cial Co-operative Bank may extend its helping hand in this direction. 
Last but not least is the xnovemeut of capital. This should be as quick 
as possible. 

Question 7A. (i) Tes. 

(Hi) Yes. 

Question 7B« (/) and (H) It has to a certain extent been able to 

diminish the rate of intere.st charged by the money-lenders, but has not 
been able to oust them. However, the salutary effect is there. 

(m) Illiteracy and ignorance of the masses on the one hand and the 
lack of initiative and indifference of the bhadralog class on the other, 
are the factors that operate against the rapid spread of co-operative 
banks in rural areas. So far as the organisation of these banks is con- 
cerned there is ample scope for the Government for exercising its 
healthy influence for their growth and development. 

Part I A. — Loan Offices and Joint Stook Banks in the Mufassal. 

The loan offices are banks in miniature. These are rare in west 
Bengal. In north and east Bengal the loan offices are to be found 
almost in every imporfant j>lace. 

Question 3a The demand and time dei)osit8 have different rates of 
interest. We cannot expect luiiform rate in all the loan oflices. 
Interest on demand deposit (cTirrent account) varies from to 5 per 
cent, on a miniimim balance. The time (fixed) deposit is of various 
kinds, e.g., maturity after three months, six months, one year, two 
years, and three years. Tlie rate of interest varies according to .the 
length of the time of the deposit. Difl'ereiit l)auk.s have different kinds 
of rates, which vary from 4 to 10 per cent. 

Question 6 . (/) There is nothing to prevent lending money to 

agriculturists but in practice they have very little to expect from these 
banks. Advance to agrifuilturists is a risky affair and these banks 
usually do* not venture to take the ri.sk. They lend money on sufficient 
security movable or immovable. 

(ii) Resounres of any bank can be utilised for agricultural purposes 
provided there is security. 

Question 1®. Tlie idea is a nice one l>ut it is difficult to materialise. 
There are very few Bengalis who have practical experience of the sys- 
tem of work in a federal bank. However, the goal can be reached by 
a slow process of amalgamation. 

Question 11. Taking a bigger share in financing trade and agri- 
culture means command over larger amount of money and extension on 
the field of work. How the money will flow to the hank is the problem 
of all problems. Int'ernal trade is to a certain extent financed by the 
loan offices, but they have practically nothing to do with the foreign 
trade. It i.s a known fact that the monetary resources of the mufassal 
people are limited and the mufassal capital is very shy. Improved 
method of agriculture would necessitate large outlay, which I think 
will not be available locally. If there be a Governmental backing in 
an;^ shape extended to a loan office of e-stablisbed reputation in a district 
it is sure to become a favourite of the public. 
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Faii II.— Iiidiganotis Banking. 

Quastion 1. Rural finance is almost entirely in the hands of the 
indigenous banks and hankers. Growing of the crop and its movement 
from the field to the arat or mokam are entirely under their control. A 
large share of the movement of the crops from the arat to the port is 
also in their hand. They discount hundis, advance money on purjas, 
chitns, handnotes and mortgages. But these banks and hankers have 
not adopted the modern hanking system. They have their time-worn 
peculiar methods of work of their own. Current account, fixed depo- 
sit, cash credit, over-draft, etc., as they are to he found in modern 
hanks managed on Western lines, are not to be met with in indigenous 
hanking proper which is fast passing into the hands of the Marwaris. 

Question 2. Rural trade, small industry and agriculture are chiefly 
financed by the indigenous bankers. 

Question 3. Financial matters are always kept secret and it is* a 
salutary principle of business specially when it is carried on proprie- 
tary basis. People do not like to disclose facts regarding investment 
specially in money lending business. This is due to the fact that peo- 
ple are always against exposing their financial position. But it is a 
well-known fact that indigenous money lending business is managed 
very economically. The paraphernalia of ' a fidl-fledged joint stock 
bank are conspicuous bjr their absence. The indigenous bankers seldom 
work together. Individualistic tendency is very prominent there. 
These bankers on the strength of their own assets can arrange cash 
credit. The shroffs do it very often. Tlie Bengali’ bankers do not 
usually go to any other bank for advance. Their work remains con- 
fined to their liquid capital set apart for banking business. 

Question 4. Hundis, purjas, handnotes, khatabaki of jama are 
the instruments used by the indigenous bankers. Hundi business is 
Very popular specially among the Marwaris. ^ 

Question 5. (i) There is no one rule and practice followed by 

different bankers. Each has his own method of work. Advances are 
given on mortgage of Government papers, share scrips, certificates, 
ornaments, or immovable property, hou.se, land, etc. vSometimes the 
parties approach the banker direct and sometimes thiough dalals, who 
always receive certain percentage of brokerage. Some bankers deduct 
a certain amount as gadi selami or amla kharach. But in the majority 
of cases neither any gadi selami nor any amla kharach is enforced by the 
lender. The borrowers at times do not get the whole amount for which 
they enter into agreement. Sometimes a substantive portion of the 
money borrowed is paid and the remainder in instalments. The 
interest generally varies from 12 to 18 per cantf on secured debts. 
Apart frUm loan granted on security the bankers discount hnndies and 
advance on railway receipts and bills of lading. 

(M) It has been pointed out above that Bengali indigenous bankers 
invariably work within the limits of their own resources. They very 
seldom go to the banks for money. But the Marwaris often go beyond 
their.,capacity and take advances from the banks according to their own 
arrangements. The shroffs take advances from the banks. Neigh- 
bours, relatives and friends sometimes, deposit their savings with the 
bankers. But the percentage pi sncb eap^l is negligible. 



(in) Varies between 6 and 12 per cent, according to market rate. 

(fr) Hundis depend on personal credit. If ilie party hovS reputa- 
tion no difficulty is experienced in disf^ounting or rediscounting his 
hrindi. 

The Imperial Bankas hiindi rate in Calcutta for sliroffee endorsed 

E aper is a variable rate aec^ording to the position qf the money market, 
lit it is on the average the saiue as the bank rate although in times of 
tight money market the rate goes up to 1 per cent, above the bank 
rate, and in case of easy money period it is 1 to per cent, below bank 
rate. The total walue of tlie hiiiulies discounted in Calcutta during 
the year ending 31st March 1929 is approximately Its. 14,10,00,000 and 
the amount for the whole of Bengal is al)out Us. 15,20,00,000. 

Question 6. (/) Bate of interest varies from 12 to 75 per cent. 

(ii) Rates can be brought down by opening co-operative credit 
societies and enhancing the borrowing capacity of the cultivators by the 
improvement of agriculture. 

(in) Low rate of interest will no dotibt give relief to the borrowers. 
It is doubtful wliether a mere lowering of tike rate of interest will help 
agricultural improvements. Education and practical demonstration 
are the two essential requisites for real improvement. 

Question !• (/) Yes. But the borrowers are helpless. 

Question 8. (/) and (//) One of the improvements is by amalgamation 
on a private or pulklic joint stock basis, but I do not think it will be pos- 
sible. Most of them are ignorant of the system of modern bank manage- 
ment, so they wm’ 11 not welcome the proposal. Moreover, these conservative 
people will not venture to place their own money in tlie hands of out- 
siders. Propaganda in the sluipe of a (‘heap luiiiking journal written 
in Bengali and (‘.ontaining information regarding the financial condi- 
tions of the world, history of tlie growth and description of the working 
system of the banks of almost every country and of every kind, amal- 
gamatiou, etc., may be carried on at the instance of Government, so 
that these people may know at least in theorjyr what modern Ikanking is. 
Such literature may change their angle of vision. 

(lii) Under the present circumstances, no special facilities can be 
recommended. 

• 

(iv) The indigenous banking community will resent any measure 
for regulating their operations and giving publicity to their work. 

Qtmtion 10. -The indigenous bankers very seldom go beyond their 
own resources. Unacceptable sectirities are not entertained by them. 
But some of tlie money-lenders at times accept the securities of doubt- 
ful title if there be prospect of a very big profit. Advances in such cases 
are very small in proportion to the value of the property. They 
accommodate demands so long as their funds permit. When there is 
no fund they refuse. But sometimes the indigenous bankers go beyond 
their means and borrow either from bankl or from men of means to 'meet 
demands, provided there is siifiB.cient attraction for it, i.e., first class 
security, percentage of profit hi^t or-vety respectable party. 



QllMtiwi 11» (i) Th<^ indigenous banking system may be linked 

with the central mott6y''^market andy>jgrovincial capitals on the basis of 
cash credit. ' 

(ii) The idea is good but it is' doubtful whether such a bank will 
be a paying noticern. The volume of work may not justify opening of 
branches in every district but there are districts %hich may easily main- 
tain branch banks. - i 

(m) The opening of branches of joint stock banks or of central 
reserve bank is always welcome. There is nothing to sxiggest about the 
management of these branches. So far as tfie opening of new local 
banks by developing a particular prosperous loan* company if feasible 
is concerned I suggest the following: — 

Indigenous bankers having reputation should be taken in as direc- 
tors of these Irnnks. Fortnightly return of the banks should be pub- 
lished over the signature of the dirwtors and managers of the banks, 
and the same sent to important persons having money lending busine.ss 
in the locality. The directors are to be shareholders, and-they shoiild 
not he allowed to continue in their office if they transfer their shares. 
Maintenance of a separate reserve fund shouhl be insisted on. Tliere 
is need of a strict Governmental supervision otherwise it will be difficult 
to make the banks popular. 

(it) It has been pointed out above that the starting of a bank may 
diminish the rate of interest now charged by the indigenous Imnkers. 
Hut it should he borne in mind that the proposed bank will be estab- 
lished at a central place most likely at a hiisiness centre, So that it may 
function throughout the year. Now, the villages will he far away from 
the places where the banks will be located and the village borrowers will 
not always be able to furnish securities to the satisfaction of the banks 
which will mean advance without cover and promissory notes. So the 
indigenous bankers will not be totally deprived of their present advan- 
ta’ge. On the other hand they will get on hypothecation of securities 
advances from the bank and supply capital to the village borrowers. 
Looking from the standpoint of the community as a whole the reduc- 
tions of interest of the money-lenders or indigenous bankers will be 
amply compensated by fhe greatest good to the greatest number. I 
welcome the establishment of such banks. 

Question 12> (/) There may be heavy surplus iif the hands of a 

few indigenous hankers, but their luimber is so limited tkl^ we may 
leave them out of account. In the majority of cases 1th e resources of 
tfiese hankers are limited and the cash balance is by no means consider- 
able. 

(it) The indigenous bankej-s find ample field for the employment of 
their capital locally. The percentage of the deposits of their surplus 
ih>th§ banks of the provincial capital is not so ea.sy to ascertain. 

(hi) I have told in my reply to question 11 (hi) how the new banks 
'May ^ia the confidence of the cautious investors and depositors and 
thereby put a stop to mufassal capital flowing into the provincial capi- 
t^. It should be stated here that what is called flowing to the provin- 
cial capital goes to the mufassal dufiug the Seasonal demand. 
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Rai Sahlli Jogendranath 

Municipal Commissicner, Miil^ti (24*Rarg«fias>. 

Part 1.— Agricultural C^it and Credit Facilitiaa for SiuAI Industries# 

Question 1 . — (/) The teplies ^yen below hold good in respect of the 
agricultural population oh the borders of the riparian municipalities in 
the district of the 24-Parganafl and do not apply to the district or the 
province as a whole. The system by which the agriculturist in these 
areas obtains finarfCe is somewhat different from that obtaining in tlie 
interior of the district, as owing to the existence of several jute and 
other mills the people do not entirely depend on agriculture for tlieir 
living and the influx of hordes of Peshwari money-lenders has facilitated 
the raising of loans at a moment’s notice, though at exorhitant rates of 
interest. 

(a) For ^^penses during cultivation, the small cultivators, who have 
no sons or relations working in the mills, have to approach the local 
moiiey-lenderig and in some cases, also the Peshwaris. 

(h) Capital and permanent improvements are very rare in this })art 
of the district. 

(c) For other spec ial needs, the same system as is referred to in (a) 
above, is resorted to with tins difference that to meet the comparatively 
large expenses on ceremonial occasions, such as sradh, marriage, etc., 
they have to mortgage tlieir cultivalile lands to tlie loc^al money-lenders. 

(//) Rates’of the local money-lenders vary from lls. 2 to Its. per cent, 
per mouth. of tbe Peshwaris from anna one to annas four per 

rupee per month. 

Small loans, for which no security is demanded, are generally 
repaid after harvesting and selling the m^xt crop, hut the period for the 
larger amounts secured by the mortgage of land varies from to 9 years. 
The Peshwaris generally lend money on hand notes and rely on their 
lathis for recovery. 

My estimate of the percentages of secured and unsecured loans is 20 
and 80, respectively. 

In this part of the country, the transactions are wholly in the hands 
of professional money-lenders, there being no other banking organisa- 
tion to help the cultivators. 

(iv) ,, 

(r) The defebl lies in the want of (’o-operative Banks which should 
be started at suitable centres. The people have no option hut to approach 
the professional money-lenders. 

Question 2. — ftice and jute are generally sold at their homes, which 
are visited by dealers. Tlie vegetables are sold in the nearest market. 

The majority are unable to hold up, owing to the pressure of money- 
lenders and isemindar’s agents. 

(it) The principles of co-operation are little understood. These 
should be brought home to them by starting Co-operative Banks within 
easy reach. 

(m) No stich societies. 
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(tv) The ripariaa tracts which are contiguous to railway lines on both 
sides of the river reqidre no additional facilities. 

(v) See (iv) above, r ' > 

(vi) and (vi-a) Ifo such different classes. ‘ * 

(vi-h) The local growers of produce are sma^ farmer^i.^hose products 
are generally sold to the local mills. Firms and Companies dealing in 
the export trade have nothing to do with them. 

(rii) As stated above, the small farmers are not affected by any one’s 
speculative activities, as regards the movement of their principal crops. 

(viii) and (iit) No facilities for internal remittance and none are 
required for tliis part of the country. 

Question 3i — (/) It varies from 11s. J50 to Its. 300 per acre. The 
value of good paddy and jute land is generally Bsi 300 per acre. 

(ii) (a) Value depends on the contiguity to the District Headquarters 
or otherwise of the lands put up to auction. , 

(h) In the case of sale bj' Court decrees, tlie decree-holder somehow 
manages to make the highest bid, the legal fraternity helping one 
another’s clients in this respect. 

(c) The value depends on the position of the land, as regards water- 
:su[)ply, freedom from ravages by stray cattle and pigs, etc., freedom from 
inundation, etc. 

Question 4. — (i) No. 

(it) The amendment is too recent to have any aipiweciable effect yet. 

(ir) and (r) None in this part of the district. 

(vi) I have no experience of the working of such Bankt^. 

(vii) (a), (b) and (c) I would propose that in the final parchas issued 

on the completion of preparation of record-of-rights under the Bengal 
Tenancy Act, the names of all the parties having occui)ancy or non-occu- 
pancy right or rights at fixed rents should be entered instead of using 
the word (and others) ; that the finally published records kept in 

the Collector’s office should be open to inspection by the public in the 
presence of a responsible officer on payment of a nominal fee; and that 
provisions similar to those of the Revenue Sale Law (Act XI of 1859) — 
by whicli revenue-paying estates are sold, for an-ears of revenue, free of 
all incumbrancG8---be inserted in the Bengal Ten|i,iicy Act in respect 
of mortgaged agricultural holdings. The present procedure, by which 
the right, title and interest of the judgment-debtor only pass to the auc- 
tion purchaser, requires modification, so as to reduce the burden on the 
good constituents of the proposed Banks. 

(riii) (a), (h) and (c) At the start, working capital should largely 
come from the funds of the central institutions. Deposits will come in 
gradually, , as people begin to have confidence in the stability of the 
banks. 

4^ii«stion b,—yo No. 

(ii) and (itt) (a), (ft) and (iv) It is impossible to obtain a fairly 
accurate estimate of the indebtedness of agricultural classes in a village, 
to say nothing of a whole district. Neither the lenders nor the borrowers 
will give any information to any officer that may be deputed for the pur- 
pose, ts these people are very jealous of their social position, such as it 
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is,' aaid would treat any attempt to pry into their private affairs, as an 
unwarranted abuse of authority. I^ese things call come into light only 
when borrowing facilities at much lower rates of interest are provided by 
Government within reach and the borrowers are required, oh 
guarantee of secrecy, to state in their applications the ntfture and extent 
of their existittg indibtedness. 

(v) In thesi areas, the debt is largely due to piofessional ntOney- 
lenders. 

(in) The prices of agricultural products having risen greatly since 
last Great AVar, it does not appear that agricultuml indebtedness is 
increasing. 

(vii) My information is that in this and the neighbouring districts, 
the provisions of the Land Iinproveiuent Ijoaus Act have done very little 
to meet the needs of the agriculturists, while, the Agriculturists’ lionus 
Act comes into operation only wlien certain areas are affected by scarcity 
or famine. 

(riii) The operations of these Acts may be made more prompt, if the 
present provisions as to the necessity of indmdng a certain number of 
men to join in making the application or of finding sureties be relaxed. 

(/>) They are here, tliere, and everywhere in this part of the coun- 
try. Every mill village lias its quota of them. They congregate under 
one or two leaders in each mill area, obtain their funds from some cen- 
tral organisation in Calcutta and lend small sums (gradually rising to 
pretty big ones) mo.stly to the mill w’orkers (among whom are to be 
found some agriculturi8t.s ) and, to a certain extent, to the agricultural 
population in the interior ahso. They generally lend on hand-notes at 
rates of interest varying from anna one to annas four per month and 
recover their dues by rough and ready methods, very rarely re-sorting to 
the Civil Courts. One of their systems of lending i.s kisti. They lend 
you Its. 8, which you liave to pay in nine consecutive weekly payment 
days at the rate of Re. 1 a week. If there is default in any week an 
additional annas four is charged. It will be seen that they begin to 
recover from the next week and the sums so realised are again invested. 

(.r) No. 

(.r/’r) This can be done by Government starting more agricultural 
farms, such as that at Chinsurah, whence seeds and paddy may be lent 
during the sowing season and recovered at the time of harvesting, the 
necessary bonds being made free of stamp duty and registration fee. 

(jrvii) No, so far as this part of the country i.s concerned, as the 
people having other sources of income, such as wages earned in the 
mills. 

% 

Question 6 . — (i) Garden prodm*e is the only small industry existing 
in this part. Rice-milling exists, but it is in the hands of capitalists 
and not agriculturists. 

(ti) I cannot suggest any, as none can be started single-handed until 
the benefits of co-operation are brought home to them by practical 
demonstration at convenient centres, 

(tit) I can only suggest cotton cultivation and hand-spinning, which 
may m practised by the womenfolk during leisure hours as in ancient 
times. 

(tv) and (v) The starting of a large number of Co-operative Banks. 
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‘Quaftion 6B» — (t) Profemional money^lendera. 

(}i) On the occasion of dauf^hter’s marnafce, sradh ceremony, litiga> 
tion, nouise>huilding, etc. ' , 

In the Cftse of secured loans, Re. 1 to Be. l-8<f>er cent, per month; 
in the case of unsecured loans Rs- 2 to Rs. 3-2. . * 

r w 0 

.(iv) Generally speaking, it ia not on the increase. 

Parts lA and li> — Loan Offices and Joint Stock Banks in the 
Mufassai, and Indigenous Banking. 

There are no Luiiii Offices, Joint Stock Banks or Indigenous Banka 
in this part of the country. 

Part III. — Investment Habit and Attraction of Capital. 

Question 1. — (tn) Postal Savings Bank is the only institution 'in 
existence in this part of the country. 

(iv) Yes, at the Postal Savings Banks. 

(r) Yes, hy opening Savings Bunks in the smaller Post Offices. 

(ri) The habits of tlie people to invest in gold and silver are ingrained 
in them. The womenfolk will not allow of any profitable investment in 
Banks till their demands for ornaments have been satished to a ceitain 
extent. 

Question 2. — (i) and (Ii) Ws, thej are popular and their popularity 
can be increased by reducing the prices to what they originally were. 

{in) Yes, to the small investors. 

(iv) The salaried classes. 

^r) By raising the amount of the yearly deposits, big traders and pio- 
fessional classes can be attracted. 

Question 3. — (m) If any money is saved after meeting rents, liabili- 
ties, etc., they generally keep the savings in their hand to meet unfore- 
seen expenses and to gradually have some ornaments made for marrying 
their sons and daughters. 

(/r) If any surplus is left after meeting the expenses referred to in 
(in) above, it is occasionally lent to fellow-agriculturists on mortgage of 
cultivable lands. 

Question 5. — (/) Y'es, very strongly. 

(/;) The chief reason is that 90 per cent, of the people have very little 
left to invest in Banks after meeting their household expenses, marriage 
and sradh expenses, cost of ornaments for their females and securing 
good land for cultivation. 

(fti) Government loans for sanitary undertakings in rural areas, such 
as re-excavation of silted \ip Bils and Ehals, which have the indirect 
effect of opening \ip large areas tor cultivation, are not alwaj's available; 
much less are such loans available for productive undertaking. Govern- 
ment tnay find ways and means for meeting such demands before start- 
ing propaganda work for educating the people, as the latter have very 
little left to invest to such undertakings. 
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Rii Kshitish Chandra Cuba Bahadur, Manager, Sarail Estate (Tfppara.) 

Part I. — Agrtouitural Credit and Credit Facilities for Small Industries. 

Question 1. — (/) (a), (i») an^ (<') The agricultuiisl* finam-e 

generally either from private money 4en (lei’s, or joint-stock loan offices 
and a small n\|mber from the coHjperativa credit scudeties. ' ,1 ' 

(ii) The rates of simple interest vharged for small amount of 
advances for shoi-t period varies from Rs. 3-2 to Rs, 6-4 per hundred 
per month, and comparatively for lugger amount for longer period 
rates vary from Rs. 1-8 to Rs. 2 per hundred per month. 

No security is usually taken for small loams for short period. 
Security is taken in cases of bigger amount in 10 per cent, of the oases, 
if not less. No advance is allowed on standing crops in this part, of 
the district. 

Percentage of secured loans is about 10 por cent. I think. 

(in) Government and Imperial Bank of India play no part in 
advancing finance to the agriculturists in normal year in thi.s part of 
the district. The joint-stock banks, money-lenders and <;o-operatiVe 
banks, etc., advance the money to the agriculturists. The merchants 
and dealei-s play a very nominal part. 

(iv) No. 

(r) The rates of interest as noted above in advancing agriculture 
are comparatively too high. The rates of interest of the co-opeiative 
societies seem to be moderate. If loans thi-ough (o-operative societies 
be introduced in elaborate scale, it would be beneficial to the agricul- 
turists. 

(vi) No co-ordination ai)pears to he in existence among the various 
credit agencies. 

Question 2. — (i) The principal crops in this part of the distric^t are 
jute and rice. 

Re. .Tute — It is first purchased by the beparies or farias from the 
raiyats and the beparies or farias take jute to the jute firms (merchants) 
at different centres and hats. Raiyats have no voice as to the price 
of their crops. 

The raiyat cannot hold his pi-oduce of jute for letter price for a 
longer time for the reascms — firstly, that he cann()t store his jute in 
a suitable godown and safe place and, secondly, he is required to repay 
his debts, to pay his rents to landlord and to m'eet his emergent 
expenses. 

The number of raiyats able to sell rice after keeping the quantity 
required for his own use is very limited in this part of the district. 

(ii) There is little possibility of forming any pool for want of funds, 

etc. 

(in) There are a few co-operative sale societies dealing only in 
jute in this district financed by the central co-operative banks," ami 
they work just like ordinary jute firms and the raiyats derive no benefit 
from these societies. 

Qu w t ion 3» — (i) Value of land per acre growing jute varies from 
Rs. 150 to Bs. 1,5()0 in consideration of situation and fertility of soil. 



78a 

(ii) (a), (h) and (c) True valuation of land is not asceitaineii 
aither in Govarnment auction for non-payment of revenue nor in tbe 
event of sale by court decree, except in purchase by private negotia- 
tion stated in the preceding paragraph. ' 

QuOStion 4. — (i) There appeal's no legal impediment to mortgage 
of land and agricultural holding in this part of the district. 

(ii) It is understood that the amended Bengal Tenancy Act has 
improved the situation of the raiyats (agriculturists) to some extent 
regarding credit. 

(m) As far as I can see, the agricultural holdings in this part of 
the district have not run into such smallness and fragmentation so as 
to stand in the way of establishing long term credit institutions. The 
people can secure advances on their holdings. 

(iv) No such banks in this part of the country. The loan com- 
panies and the private money-lenders invest money on mortgage for 
long term. 

(vii) (rt), (h) and (c) The present system appears to me to be all 
necessary. Any improvement upon, the present system does not appear 
to be ui gent. 

Question 5> — (vi) Agi'icultural indebtedness is increasing in this 
locality. 

(ix) No itinerant money-lenders, i.e., Kabuli money-lenders, are 
found in this part of the district. 

(xiv) The raiyats can be better helped through the Government 
seed store under th(! Agricultural Department with loans of seeds and 
paddy to he repaid after the following harvest with a nominal interest. 

(xv) No such system in vogue. 

{xvii) Yes. 

{xviii) Yes. 

QuOStion 6> — (?) No such industries allied to agriculture. 
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Mr. Jnanada(irasaci Mukerjee, Pleader, Rampurhat (district BirUium). 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. — (a), (h) and (c) Prom professional money-lenders or 
mahajans and co-operative societies. 

(ii) Bates of interest vai-j' from Be. 1 to Bs. 3 and annas 2 per 
oent. per month and period is from 3 to 12 years and lands are generally 
mortgaged for the loans, though in many cases loans can be obtained 
on simple bonds and haud-note.s. About 90 per cent, of the loans are 
secured by land inoi-tgage. 

(Hi) Taccavi loans are given on rare occasions and in case of 
famine. I.iQans are generally obtained from professional money-lenders 
and to a certain extent, from co-operative societies. 

(r) Whenever loan is required, the agriculturists are compalled to 
horrcBiv generally from professional money-lenders on high rates of 
interest and they are thus subjected to their domination. The statting 
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of ^<M)p3rative Societies in almost each rillagpe and their efficient 
management may furnish some remedy in these matters. 

Question 2» — (/) Principal crops are sold by the raiyats (1) at their 
home to whomsoever they like and whenever they think necessary, (2) 
in orats or shops of the locality and (3) sometimes in the neighbouring 
rice-mills. It is only the well-to-do raiyats who can hold up thsir 
crop for a better price and those who are in want cannot afford to do 
so, 

(iri) A co-operative sale society, registered under the Co-operative 
Societies Act and affiliated to and financed by th^ local Central Bauk^ 
was started a few years ago at Bampurbat, but it failed and had to be 
liquidated owing to inexperienced management and other causes, e.g.^ 
indifference and want of sympathy of the people. 

Crr) Htindis ai? not discounted in local centivs; and they are sent 
to a provincial centre and discounted and sometimes they are held by 
men liants, etc. 

Question 3« — (i) The value of paddy land per acre is from Bs. 300 
to Bs. 000 generally. 

(//) Factors affecting such value are mainly — (1) feitility and pro- 
ductive power of lands and (2) Iheir convenient sitiiation so far as the 
purchaser is concern sd. 

(a) and (h) Generally fetch less value. 

(c) Generally sold at proper price unless purchased by unscrupulous 
mahajan from a helpless debtor. 

Question 4. — (/) None. 

(ii) Tnslead of inc reasing, the pre<‘mption clause and tlie provision 
for immediate payment of uazar at (he time of sal? are prejudicially 
affecting the creclit of the agriculturists, the raiyats, the holders of 
occupa ncv holdings. 

(ir) There is no land mortgage bank here, strictl\' speaking. 
Theie are co-operative societies Avith central banks ovcm' thcun ancl 
these societies grant loans sometimes on mortgage of land. 

(r) These co-operative societies are run on model bye-laws of the 
department and raise capital by loans from central banks generally, 
to which they are affiliated. 

(ri) By starting land moitgage banks under the Co-operative 
Societies Act and getting them conducted under departmental model 
bye-laws. 

(vii) (c) In matters co-operative, reference to, or inspection of, 
relevant entries in record-of-rights and certified c opies thereof may be 
allow^ed free of costs. 

(rui) (a) Larg-ely from deposits and (fj) funds from central institu- 
tions and (o) to a certain extent from debenture bonds. 

(t;r) At the initial stage debenture bonds should crarry Goveniment 
guarantee for principal amount only. 

(x) Government may be empowered by special enactment in thie 
behalf to realise its dues as arrears of reveniie, 

(a^t) Agricultural Mortgage Bank should raise money on interest on 
the security of its shares sold and general assets and should lend out 
money on higher interest on mortgage of lands by its debtors. 
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(4rM> ft may be so included after the elapse of some period of its 
successful working. 

QutttiOfi 8* — (i) Rupeas 5,(X)0 for an ordinaiy’ village. 

(ii) By taking note of assets and liabilities for 'each individual of 
a village. 

(Hi) 9 per cent. 

(b) 10 per cent. 

(ir) (a) to (h) 10 per cent, on each head, (i) nothing, and 20 per 
cent, for iniscellaneous necessities. 

(v) Professional money-lenders largely, and co-operative societies 
to a certain extent. 

(vi) Agricultural indebtedness is increasing in this locality. 

(vit) To a very small extent not worth mentioning at all. 

(i.t) There are Kabuli money-lenders here. They lend out money 
on hand-note on high rate of interest, always try to i-ealise the due out 
of court, and sometimes sue the debtors in court when they fail to ^o 
so amicably. 

(xi) To a very small extent. Debtors should, in their pleadings, 
raise, whenever reasonable, through their pleaders and press for 
decision, points covered by the Usurious T^oans Act. 

(xiii) In some cases only by taking bonds for larger amount. 

(xirH Through the establishment of co-operative paddy societies. 

50 per cent, compound interest. 

(xvi) Rupee I to Rs. 3; annas 2 per cent, per moutli in case of 
money loan and 50 per cent, compound interest in ca.se of paddy loan. 
Dues are tried to be realised amicably and payment is enforced by 
suit when necessarj’. 

(.rr/i) To a, certain extent in some cases. 

(xinii) In cases only when the debtors are absolutely sure that it 
is* no longer possible for them to retain their lands. 

Question 6. — (»') Gur-making from sugar-canes, and garden produce. 

(/?) By finding out some suitable market for such produce through 
the agencies of Agricultural or Co-operative Department. 

(in) Rearing silk cocoons and weaving cloths for rough use, etc. 
(ir) By loans from co-operative societies. 

(r) Co-operative societies in the village. 

Question 6Ai — (») Tjoans from professional money-lenders. 

(ii) By starting co-operative societies. 

Question 6B« — (f) lioans of small amount can be obtained from 
professional money-lenders on high rate of interest. 

(ii) For domestic necessities and expenses of social ceremonies 
generally. Bate of interest in the case of secured loans is from Re. 1 
to Rs. 2 per cent, per month and that of unsecured ones is from 
Be. 1-9 to Rs. 3-2 per cent, per month. 

(via) Loans can be obtained from professional money-lenders 
generally and to a certain interest from the co-operative sodietiies 
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vliere there are any. Batter financial facilities can be given through 
opening co-operative societies amongst such people. 

(iv) It is generally on the incnaase, 

QlwMiOn 7m— (it) The funds of the co-operative societies which are 
largely derived from, loans from Central Bank do not allow them to 
meet all demands and necessities of members so as to free them from 
all outside debts ; but it should be also taken into consideration always 
t^t the amount of money required to meet those demands cannot be 

S 'vten to most of the memlKjrs, with a view to its safe realisation, on 
eir existing assets and liabilities. 

(iv) No competition at present, there being no other bank here. 

(vi) Such concessions as set forth by way of illustration may be 
given for growth of co-operative movement. 

Question 7 Am — (i) Not desirable; by that the bank may incur loss 
and may be involved in litigation. 

(«') No. 

(Hi) No. 

(r) Co-operative central banks may be specially authorised in 
their pure banking aspect, as distinct from its co-operative feature, to 
undertake such remittance business on reasonable costs. 

Question 7Bi — (?) It is lowered a little, it seems. ^ . 

(?■?) Only to a very .small extent. 

(Hi) Indifference due to want of education, idleness and want of 
experience in the management and w’orkinj? of these societies and 
specially the idea that the.se societies sire not in a position to suppily 
all their demands in case.s of necessities and that they will be always 
compelled to go to pi’ofessional money-lenders for all sorts of loans. 

Part III. — Investment Habit and Attraction of Capital. 

Question 1. — (Hi) (1) Post Office SaVings Bank and Cash Certifi- 
cates. (2) Co-operative central banks. 

Question 2. — (?) Yes, the interest may be increased a little or rather 
the table of initial amounts may be reverted to the scale of original 
issue, e.g., Rs. 75 for Rs. 100 as before, 

(it) Please vide answer to (?) above. 

(iii) No. 

(tv) Middle class bhadralogs. 

(v) Sy •educating them about its utility and, if possible, inoi-easing 
its rate of interest a little. 

Quostion 3. — (Hi) They spend the money at their whims — some 
lend out to others needy and some deposit in central banks and very 
fetr in Post Office, some keep it in the shape of paddy stored. 

(iv) Yes, on high rate of interest as professional monsjr-lenders. 
Surplus money in a prosperous year is spent and invested as indicated 
above in answer to (m). 

QiMStion 5r— (?) Yes. 

(it) "Want of experience and want being habituated in this matter 
and non-existence of banks before. 


50 
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194 . 

Mr. Nalini Kanta Coawami, Balurghat (OinaJpuO- 

Part I.^Agrieultural Credit and Credit Facilities for Small Industries. 

Question 1. — (t) (a) The word “ agriculturists ” in the question is 
rather too comprehensive and I wouH like to divide agriculturista of 
this subdivision into three classes, viz.: — 

(1) Big jotedars who cultivate their lands mostly by adhiars or 

bargadars. 

(2) Small jotedars who themselves cultivate mostly their lands. 

(3) Adhiars or bargadars who mostly cultivate jotedar’s lands on 

condition of getting half the produce as their remunera* 
tion. 

Big jotedars themselves finance their cultivation and small jotedqirs 
mostly do the same and supplement their funds by boriowing from local 
mahajans and banks and co-operative societies where established. 
The third class aforesaid get an advance without interest from the 
jotedars, which is locally called “bhuti" to meet purely cultivation 
expenses which is repayable generally in next Magh or Phalgun and 
they further obtain paddy in advance from the jotedars for ration on 
condition of repayment in kind with 50 per cent, interest (generally 
termed “derhi”) out of his share in the produce and they take small 
loans from jotedars. 

(5) Practically speaking, no such improvements have hitherto been 
made in this locality owing to many difficulties one had to meet at the 
hands of the zaminders. 

(c) Jotedars borrow fiom local mahajans and banks as much as they 
can and the other class turn into day labourers and beggars and some- 
times without employment they itiirve. 

Hi) “ Bhuti” as aforesaid carry no interest. Paddy advanced as 
aforesaid carries 50 per cent, interest in kind, but this percentage is 
much reduced owing to the difference in prices in the months of Bhadra 
and Aswin when it is borrowed, and in the months of Magh and Phal- 
gun when it is payable. Other loans carry interest at the rates varying 
from 18 per cent, to 37^ per cent, annually, repayable generally in Magh 
or Phalgun;, Joint stock loan offices and mahajans take land security 
and in some cases zaminderies are taken. Co-operative societies 
issue small loans on sureties. 

Seventy-five per cent, of the loans which are strictly agricultural are 
unsecured but in the parts where co-opeintive societies exist ^e pro- 
portion is reversed. 

ini) Government and the Imperial Bank of India play absolutely 
no part; joint stock banks advance agricultural loans to certain extent. 
Co-fsperative societies, profsssional money-lenders, merchants and 
dealers supply the loan also to a certain extent. 

During the last fapiine in this subdivision, however, Government 
was •constr|i;ined to issue agricultural loan. 

(v) (fl) Government loans under Land Improvements Loans Act 
lUd the Agriculturists’ Loans Act have been practically beyond the 
Mach of the^agriculturisi. Government does not look to the welfare 
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of iJne agriculturists. Suffirieut money to be earmarked in the budget 
for the loans and to reach the money to the actual needy in the way 
alluded to in my answer to question 5 {vin). 

(/)) Insufficiency of co-operative societies in rural area. Reasons 
due to inactivity of departmental officers and absence of piopaganda ^by 
the department, thereby keeping the people ignorant of co-operative 
principles. 

(c) Owing to the above two causes agriculturists are compelled to 
take loans at a higher rate of interest from banks and professional 
money-lenders, 

(d) Loss of credit of agriculturists owing to their poverty. This 
may be remedied by improving the pecuniary couditiou of the people, 

(e) The system of financing agriculturists as alluded to in answer 
to (t) (6), though easy and beneficial, is defective as it makes the debtor 
rather much too dependent upon the creditor. The reason is, during 
cultivation season Avhen they have no other means of earning money 
to meet the»r daily e^pe])ses and as they do not get loan from any other 
sources owing to want of credit they naturally look up to their jote- 
dars. This may l)e remedied by improving their ])C(*uniaiy conditions 
and supplying tliem paddy loans without interest during cultivating 
season. 

i vi) There no co-ordination. There ii sufficient *4( ope to improve 
the state of things. 

Question 2b — (/) Raiyats generally sell their produce to middlmeJi — 
fariahs generally (locally termed gariw^alas) are the supplying agency 
within the subdivision. Kxport of paddy out of the district (which 
is the main marketing) is made through these fariahs to (i) l)oat*nen 
of different districts w^lio flock the ghats only during the rainy season, 
as the rivers and water channels are not navigable all the year rmind, 
and (iif to big aratdars of markets on the railway side. 

Excepting big jotedar who generally holds up his crop for better 
price, the othei* two rdasses are nimble to do so, reasons /being sheer 
poverty. In some ca^es raiyats sell their standing croj) in advance to 
meet their exigencies and in most cases the demands of ajaminders foi^^ 
rent and abwabs, of mahajans for interest and principal and of shop- 
keepers for their prices of articles sold on credit, compel the raiyats to 
sell their crops in harvest season. 

{ii) In this subdivision pools oi,. merchants wdth big capital have 
existed. Pools of raiyats either public or private, and^ public com- 
panies, registered under the Indian Companies Act or on co-operative 
sale and supply basis, have much jK^ssibility only if the capital required 
be supplied to them by Government loan or loan fioin Provincial Co- 
operative Bank. The raiyats generally live on the margin of their 
incomes and have no capital in hand and this is the reason why •with- 
out any outside capital no such pools or sale and supply societies will 
be possible here. The Co-operative Department is also not taking very 
active interest for the introduction of these useful institutions. 

^ {Hi) There is no co-operative sale and supply society in this 
district. 

(vi) (a) and (6) Banks play no part, merchants and dealers them- 
selves sometimes advance, on condition of supply at a stipulated prise"^ 
agreed upon, loans to the fariahs or gariwalas wbo cany on the arwles 
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Iwth ways. Such advances are commonly known as “dadans” are made 
both by the merchants as well as fariahs. 

(vi) (a) These fariahs carry on the business on speculation. When 
they are required to borrow capital, they pay interest at the ordinary 
rate prevalent in the locality and they try to purchase at a rate cheaper 
than market rate and derive profit, if any, thereby. At the time of 
receiving loan they agree to deliver the articles to the financier. 

(6) There are speculative buying and selling activities. It is within 
common knowledge, and I have per.sonal knowledge, that such “dadans” 
are made in Aswin and Kartik before harvest season at the rate of 
He. 1-8 to Re. 1-10 per maund (60 tolas) by the merchants, who again 
hold up and sell at Rs. 2-8 or so per maund. Better return can be 
ensured to the growers if their pecuniary condition be improved or 
their immediate pecuniarj' wants be met by pools and co-operative sale 
and supply societies or by banks as aforesaid and thereby to eradicate 
middlemen. 

(r'ii) There is no such monopoly nor want of a definite standard^ of 
quality of paddy or jute, etc. 

(viii) Besides post offices, which are also rather scarce in this part 
of the district, there are no facilities for internal remittances. 

{iat'j Want of co-ordination among banks has paralysed such public 
facilities. Improvement may be made in this district as well as in the 
neighbouring districts by establishing co-ordination amongst banks 
through a federation of banks. 

Qirastion 3> — (i) Average price of paddy-growing land is Rs. 250 
per acre and that of sugarcane and jute-growing land Rs. 200 and that 
of rabi crop growing land is Rs. 150 per acre. 

(«’) As paddy is grown with less labour and capital, the land grow- 
ing paddy is in higher demand. 

In cases under (b) and (c) there is little difference in actual prices. 
In cases of court sales whei’e bid falls lower than the prevalent rate the 
lauds are previously mortgaged or otherwise iiumiribered, 

• QlMStion 4. — (i) and (»’/■) There was legal impediment as lands were 
non-transferable. Since the passing of the new Bengal Tenancy Act 
the impediment has been removed and this Act is calculated to increase 
credit of the agriculturist. 

(Hi) No. 

(iv) There are no Land Mortgage Banks or Agricultural Banks in 

this district nor any bank for the provision of long-term credit- 
lines: — 

(a) They should be on co-operative principles to be registered under 

the Co-operative Societies Act. 

(b) They should be on the share basis, at least half the share value 

be uncalled emergency. 

(c) They should be on limited liability basis. 

(d) Area should be at least a thana area. 

(e) Managing committee to be strictly elected by the shareholdare. 

In epewal cmumstances of the locality loaid share holding 

land-holders may have a* few reserved seats on the committee. 



789 


' 'ihg purpose of the Bank would be to render relief to an encum^red; 
person by taking mortgage of his whole immoveable assets in considera* 
tionMjf clearing all his outside debts and realise the p:^cipal with 
interest by long instalments. The mortgage property will be in the 
possession of debtor who_ will be further required never to take any 
other loan from outside without the permission of the Bank. He should 
also be given small short-time loan. 

(vii) (a) Record-of-rights should contain description of the Iwund- 
aries on all four sides along with number of each plot and description 
of the class to which the plot belongs and more clear statements of the 
title and interest of the holder. 

(vtii) Working capital should be at the preliminary stage largely 
debenture bonds purchased by Government and secondly deposits from 
the public, the shareholders and the central institution. 

(ir) At the latter stage debentures may be issued to the public and 
in this case they should carry Government guarantee both for principal 
and interest. 

(.r) Reserve uncalled share money as aforesaid should be the security, 

(.«) With Government guarantee money raised to carry 61 per cent, 
and without Government guarantee debenture 8 per cent, to 9 per cent, 
and deposits per cent, to 9 per cent, according to the term of the 
deposit. 

Money should Iw lent out at Rs. 12^ per cent, to Rs. 15-10 per cent, 
according to short and long-term. 

(.wi) No. 

{xni) The bank sliould undertake rent payment of the moi’tgage 
property on nominal inteiest and easy instalments for repayment should 
be introduced. On the other hand, tbe debtor will not be allowed to 
incur any further debts from outside without permission of the Bank 
which may itself meet the requirements on short period loans. 

QtttStiOfi 5. — Collection of accurate figures is practically impossible 
as the matter of indebtedness is confidential in nature and the money- 
lenders and borrowers think it derogatory to their interest and position. 

(v) In this part, debts are largely due to professional money-lenders 
and secondly to banks, co-operative societies. 

(vi) Increasing. 

(idi) In this subdivision except during the last year’s famine such 
loans have rarely been issued and that too to a very insignificant 
amount. 

(viii) Each Hnion Board should be called upon to submit applica- 
tions from individuals who require such loans and money should be 
issued directly by the Circle Officer. 

(ix) Itinerant money-lenders, such as Rabulis, have now-a-days been 
scarce. 

(st) Very useful purpose has been served by the passing of this Act. 
This Act is availed of only in cases where there have been suits. 

(«t) No. 

■■•if' 

(stii) Generally not. 

(aiv) By oo-ofN^imtive agricultural societies and dharmagolas. 



{xv) Dehri system 50 per cent, per year. 

{xvi) I know of the abore rate and 6 pies per rupee per montli on 
the price of 4he paddy taken, agreed .upon by the parties on the basis 
of the anticipated highest price of the year. In the former case the 
interest is consolidated for the year and it is realised for part of the 
year as well, and in latter case it is calculated per month, generally 
it is realised in Magh or Falgoon. 

{xvii) Yes. In this part of the country they are being turned into 
adhiars, i.e., agricultural labourer with half the produce as remunera* 
tion. 

(xviii) Yes. 

Quaation — (i) Rice-milling rather rice-husking is largely in vogue 
amongst the womenfolk of the agricultural labouring class and it is 
they who supply the local needs. Gur-making and vegetable-garden- 
ing are made in the parts where the land is of poli class. Recently 
after the last famine jute-spinning and weaving and cotton hana* 
spinning have been introduced in the famine area. Jute spinning ^nd 
weaving has been from time immemorial in vogue in many parts of the 
district. 

(n) Propaganda with demonstration of the actual working with 
small improved machinery in the interiors is calculated to encourage 
and popularise the industries. If a production can economicjally be 
effected there will be no difficulty in marketing. 

(m) Fashionable baml>oo works, small scale oil-machine and other 
irrinding-machine, button-making, comb-making, fashionable to 5 '-mak- 
ing, bone manure and j»aper-niaking may be introduced. 

(tv) and (v) Working capital may be effectively supplied and secured 
by co-operative societies and by Government loan cori’esponding to 
Land Improvement and Agricultural loan. 

Quastion 68. — (i) Pure day labourer.s get now'here any loan unless 
any relative of substance stands surety for them. Fishermen of this 
part are mainly agriculturists, fishing is their supplementaiy work. 
All these classes get loan from pi-ofessional money-lenders and banks. 

(n) Loans are made generally to meet any additional expenses over 
their subsistence. Kates of interest vary from 12 per cent, to 37 J per 
cent, according to the amount. Insignificant difference between secured 
and unsecured loans. 

(Hi) Government does nothing. Co-operative banks help only 
partially as they can^l meet the demands fully. Joint stock banlcs 
primarily look to their own security and profit. By establishing co- 
operative societies among different classes of people and also by facili- 
tating issue of Government loan as referred to in my answer to question 
6 (m b 

(iv) It is on the increase. 

Qunstiim 7.- — (i) No relation. Th-e local central co-operative bank 
and the joint stock bank work independently in their own ways. 

(it) No difficulty. 

(*»*) The local Central Co-operative Bank does not require any extra 
capital. It does not find means to invest its surplus funds. 

{iv) No. 

(v) Does not arise. - ^ 



■^in) Yes. Exemption of income-tax already ^iven to co-operative 
so^eiieB but interesjt on deposits and debentures issued by central <'o- 
opbrative banks and other organisations registered under Co-operative 
Sobi^ies Act should also be exempted from income-tax. 

(6) Fees on money orders between co-operative societies and central 
banks should be half reduced, 

Quastion 7A.- — (/) This is against co-operative principles but it is 
desirable that co-operative <‘entral banks should be permitted to grant 
loans to individual members and depositors up to ceidain portions of 
their paid-xip share capital and deposit monej% 

(it) Yes. In section -“^2, sub-section (d) “appraved for this purpose 
by the Registrar” should be omitted, 

(Hi) Yes. 

(tv) Nothing. 

(v) Co-operative cantral banks are in a position to undertake bank- 
ing business as remittances of monej^ fioin one place to another if the 
Treasury rules be amended to give facility to the central banks for the 
same. 

Question 7B. — (/) In the rural areas where co-operative scxdeties 
have been established and its neighbouring places the rates of interest 
have been considerably lowered. 

(it) In places where co-operative societies have been established the 
local mahajans who used to issue small loans on exorbitant high rates 
of interests have ceased to issue such loans. 

(in) The teini “Co-operative Bank” is rather vague. In this sub- 
division no attempt 1ms hitherto been made and no necessity has also 
been felt for organising Co-operative Central Bank in rural areas. 

(a) Want of mass education and culture, (h) poverty of the agri- 
culturists, (c) most of the agriculturists being landless labourers, 
(d) want of credit of the agidculturists, (c) want of propaganda and 
proper attempt by the departmental officers, and (/) ahx>fue 3 s of the 
leading men of the public owing to unnecessary inteiference of the 
departmental officers are in my opinion main factors that operate against 
the rapid spread of co-opei-ative societies in ruial areas. 


Part lA.— Loan Offioas and illrinit Stock Banks. 

Question 1. — ^The loan offices and banks of this subdivision aie depo- 
sit receiving and money lending agencies. 

Question 2. — The Balurghat Son tosh Bank, Ltd, — 

(a) Paid-up share capital ... 8-28 

(b) Reserve fund ... 6*14 

<c) Short-term deposit ... 16-SO 

id) Intermediate deposits ... 16*38 

(e) £ong-lerm deposits ... 54*00 
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The Balurghat Town Bank, Ltd. — 


(a) Paid-up share eaj^tal 

(h) Reserve fund ... 6-00 

(c) Short-term deposits 24’00 

{d) Intermediate deposits . . 26* W 

(e) .Long-term dejKJsits ... ‘ 4O'|)0 


There are 2 or 3 other newly started hanks, 

QlMMtion 3v — {i) Bates of interest on fixed deposits vaiy from Bs. 4-8 
to Bs. 9 per cent, per annum. Bate of current account deposits is B#. 3 
jjer cent, per annum. There is another class of deposits which carries 
BO interest. ' « 

(w) Six yeara. 

Question 4« — The Balurghat Sontosh Bank, Ijtd. — 


(а) Paid-up share capital . . Nil. 

(б) Reserve fund . . 27’85 

(c) Short-term deposits . . Nil. 

(d) Intermediate deposits . . 71’ 94 

(c) Long-term deposits . , '2 

The Hulurghat Town Bank, Ltd. — 

(а) Paid-up share capital . . 4" 20 

(б) Reserve fund . . 36‘70 

(c) Short-term deposits . . Nil. 

(d) Intermediate deposits . , 56' 65 

(e) Long-term deposits . . 2*45 


Question &■ — (?) There are no fixed periods and purposes for which 
loans are granted. Bates of interests vary from Bs. 9-12 to Bs. 37-8 per 
cent, per annum according to the amount of loan and kind of security 
of credit. 

(w) Yes. If interest's he not paid within the year it is added to the 
principal at the beginning of the next Bengali year. 

(m) No. 

(*r) Yes. Loans issued on bonds fall due after next harvest season. 
Generally no steps are taken unless they are about to be barred by 
limitation or become heavy. 

Question — (i) This institution lends money to big and small jote- 
dars on mortgage and on promissory notes, simple bonds according to 
the credit of the borrowers. 

(ti) Except c^o-operative societies, these institutions can serve the 
purposes of agricalturists better than other '.agencies. If joint stock 
societies form rural subsidiarj' agricultural societies they wi^ serve 
the purposes better than co-operative societies. 

Til— (») Yes. Some of these banks have got mer(j|intile 
business. Very smaU proportion. 

(tV) (<z) Want of sufficient funds. 

(&) '^ant of coordination among these banks with Galetiia banhSi. 



8ii-~(i) According to the Articie8 ,^f Aesociation the Balur' 
|rhft‘S{piitotl% Bank, Ltd., is bound to set aj^rt at least 20 per cenL 
b£ ithe net profit ifi rssei-ve fund. In other local banks there is no 
hajrd and :^t rule. . ■ 

■> ^B^erre iund is mixed up with the working capital. ‘ 

(w)« Dividende— 


Year <B.S.) ‘ 

at 

Sontosh Bank, 
Ltd 

Balurahat 
Town Bank, 
Ltd. 


Per cent. 

Per cent. 

1331 

12i 

eo 

1332 , 

15 

75 

1333 

n 

20 

1334 

n 

10 

1335 

m 

15 


Other local banks have not yet declared any dividend. 

Question 9i — (i) Accounts are kept in Bengali. Every item of 
receipts and expenditure is entered then and there in cash book, 
lleceipts are granted for the amount received and vouchers are taken 
for every item of expenditure either in ledger or in separate paper. 
Separate ledgers are maintained for each loan is.sued or different krnds 
of deposits. Every item of receipt either of principal or interest is 
entered in the ledger- account as soon as any money is received. A 
general ledger is also maintained. Pass betoks are given only to 
depositors either fixed or curi-ent who are to produce them for every 
transaction. Separate registei-s for interests on deposits and dividends 
are also maintained. No system of chalan or- cheqite is introduced here, 

(ii) Yes. 

Question 10« — The banks and loan offices should he federated into- 
a federal bank. 

Question 11. — In places where there are no co-operative societies if 
the villagers combine together and take joint loan on joint and separate 
liability according to their need they may expect to get the loan at 
lower rate of intere.st and that will he very useful to the agriculturists. 

Question 12.— No. 


III.— Investment Habit and Attraotion of Capital. 

Quastion 1. — (m) In fnro of the local joint stock hanks and in 
Central Co-operative Bank tb<|re are three different kinds of provident 
deposit funds at a monthly rate of payment for fixed periods, minimunr 
rate of "monthly payment being Rs. 2, besides deposit system for 
varions x>«riod8 and attroctive rate of interest. 

(ttj) Yn spite of the full facilities that these banks afford they can- 
not Wavail^ of («) ^ the public for want of facilities in communica- 
:tions^y roa^ and posts and also (b) owing to scarcity of banks in rural 
areas,--; ’■ ' 



^v) Existing facilitief cannot be improved unless tbe abovenoted 
difficulties are removed. . 

QlMttiOfi Postal Cash Certificates are not popular in ibis 

diai^ct. 

(u) The present interest rates of Cash Certificate require revision 
and the existing terms of issue need change. 

(tit) Savings Banks do not afford all possible facilities to the public. 

(iv) Very small number of literate middle class of the locality where 
there are banks and loan offices which receive current deposits, resorts 
to savings bank deposit. 

(r) Yes. 

Question Professional men, such as legal practitioners, 

medical practitioners, invest their excess funds in banks and loan 
offices. 

Big jotedars invest their excess fund in banks and in money-lending 
business locally and in landed property. 

Small jotedars and agricultural labourers have got no excess money. 
Merchants invest their excess funds in banks and money-lending busi- 
ness and in landed property. Mahajans invest their fund in money- 
lending business and in landed property. 

(f’r) Yes. Short-term loans carry no interest and long-term loans 
•carry interest. They invest their surplus fund in landed property and 
in raoney-lending'business. 

Question 5r— (»■) Yes. 

{it) Poverty, want of communicating facilities and want of know- 
ledge in banking matters. 

(Hi) Propaganda and exhibitions — 

Through primaiy and secondarj' education both theoretical and 
technical. 

, Provision for practical scopes and fields and opportunities. 

{iv) No Imperial Bank in this district. 


135 . 

fAr. Murari Mohan Roy, Pleader and Secretary to the Agricultural 
Association, Contai (Midnapore). 

Part I. — Agrioulturai Credit and Credit Facilities for Small Industriaa. 

Question 1 . (t) (o) Por expenses during cultivation the agriculturist 
in our part of the district has to look to himself ; those who cultivate land 
of others under bhag or sanja system, get loan of paddy from the owners 
of the soil. 

(h) Capital and permanent improvements are very rare. * 

(c) When any special need arises, e.g., when the crops fail on account 
of flood, drought, etc., the agriculturists seek help of the; Goverj^ent 
hnd the landholders as well but with very feeble response, d^nd^rprenue 
and rent are chiefly paid by selling the produce^!* « 
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(t|) The rate of intereHt charged in this part of our district is 
generally 10 (ten) seers of paddy per maund for eatdi harvest ; loans are 
generally taken for the period of one harvest season (generally extending 
from the months Jeth and Asadh to the months of Pous and Magh, 
Bengali). There is no security. But when the land is cultivated binder 
bhag the agriculturist repays the loan (if any) at the time of division 
of crops. In this part such loans are usually unsecured. 

In my estimate the percentage of secured debts is 20 per cent, and 
that of unsecured debt is 80 i)er cent. 

(t«) When there is failure of crops the Government sometimes offer 
help in the shape of agricultural loans. 

Now-a-days there are <o-operative banks in some centres wherefrom 
the agriculturists get loans at 12i per cent, per annum. 

Professional money-lenders also advance money at a high rate varying 
from 12 per cent, to 37^ per cent, per annum. 

(iv) Capital of about Its. 50,00,000 may be required for the various 
purposes stated above for this district. 

(v) The defects in the present system of financing agriculture are the 
following amongst others ; — 

(a) The agriculturist cannot get sufficient funds ; 

(h) the agriculturist cannot, for want of funds, launch into experi- 
ment in a new line; 

(c) the agriculturist has to pay an exorbitant rate of interest in the 
case of loan from money-lenders. 

The following are the reasons for the existence of such defects : — 

(fl) The number of co-operative banks is not satisfactory and its 
rate of interest is not very low and also the funds are not 
sufficient to meet the demand ; 

(h) want of competition amongst the money-lenders; 

(c) want of other organisations giving credit. 

The following are the remedies suggested by me : — 

(a) A large number of co-operative banks and other banks or organi- 

sations shoxild be started in order to enable tlie agriculturists 
to have easy access to them; 

(b) the rate of interest should not exceed ()| j)er cent, per annum; 

(c) agi’iculturists should be allowed sufficient funds with a very low 

rate of interest. 

(vi) No co-ordination among the credit agencies, the latter being 
very few as above noted. 

Qlintion 2a (/) In this district the raiyats generally sell the crops 
in hats as necessity arises. They sell a larger portion of them in the 
months of Pous and Magh at a very low price to pay off rents, to clear 
the d'lcs which they previously borrowed during the cultivating season 
and to buy necessary articles such as clothing, etc., and to meet other 
“household expenses. 

^^Baiyats are always in need of money; so they usually sell the crops 
jiftt when they get*it and are unable to retain it for a higher price in 
future. 



{ii) If 8 co-operative society be started which will advance money to 
the raiyats at a low rate of interest on security of the crops to be sold, 
and sell the crops at the highest price and pay the balance if any after 
deducting its dues, then the raiyats may to a certain extent be gainers. 

(vi) In this part there are no banks, bankers and merchants ; the — 

(а) dealers purchase the crops in hats, mokams, and ganjas and 

(б) carry them to Calcutta by means of boats and trains, wherefrom 

tbe dealers buy clothes and other articles and convey these 
to those hats and mokams and ganjas. 

{vi) (a) The terms are all casli with respect to export only, but with 
regard to import sometimes the articles are purchased on credit. No 
difficulty is experienced in connection with above financing. 

(vi) (h) In some parts of our district growers of jute and rice take 
advance from dealers in export trade and thus become bound to sell the 
same at a reduced price. As regards the solution of this problem I refer 
to the suggestion made in Question 2 (ii) noted above. 

(vii) Lack of banking facilities is due to borrowers’ lack of credit only 
in this part, there being no monopoly, etc. Moreover the people are not 
accustomed to banking facilities. 

^ (viii) No other facilities except those stated in (vi~a). 

(i.r) Vide 2 (i). If the wants of the agrictilturists are removed by 
advance of money from village co-operative societies withoxit or with a 
very low rate of interest the defect in the present system may to some 
extent be removed. 

(,r) In this district negotiable instruments other than promissory notes 
are not so much in vogue in the trade circle. These instruments facili- 
tate trade or business to a great extent and steps should be taken to 
introduce these and other systems of easy transaction in all parts of the 
province. 

(.rm) Yes. 

(xiv) No. 

(.tv) System of hundis are unknown in the locality. 

(xvi) No. No. 

(tvii) Nil. 

(xviii) Nil. 

(xijf) Nil. 

(xr) Yes, the Government should take the initial step in this matter 
and assist financially. 

QuMtioil 3. (i) In this district the value of the land per acre varies 

from Rs. 60 to Rs. 600. 

(a) Land producing paddy per acre is worth Rs. 200 to Rs. 600 only ; 

(h) land producing jute and other crops, per acre worth Bs. 300 to 
Rs. 600 only ; 

(c) other lands producing occasionally rabi crops is per acre worth 
Rs. 60 to R>s. 100 only. 

<t«) The various factors that determine the value of the land fire:*— 
(1) j^kiantity of produce (fertility of the soil). 

<2) Amount of rent or revenue. 
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(3) Right of tenancy. 

(4) Possibilities of destruction of crops by floods or drought or other 

miscellaneous reasons. 

(5) Kinds of crops grown. 

(a) There is no fixity of su(?h value; generally 10 to 15 times the 
net profits reserved for the landlord. 

(5) In case of sale by court decree the value of laud goes higher than 
that in case of private negotiations. 

(c) For value of land in private negotiation — vide 3 (t) above. 

Quostion 4. (/) Under the existing Bengal Tenancy Act the lands 

held by under-raiyats and non-occupancy raiyats are not transferable. 

(ii) Under the Bengal Tenancy Act as it stood before the amendment 
of 1928 the raiyats in this part could transfer their holdings by sale or ' 
mortgage without any possible inconvenience from their landlords, but 
by the amendment an inequitable sum of money in the shajm of land- 
lords’ fees together with numerous other costs has been imposed upon 
transfer by sale, gifts, etc., in addition to a right of pre-emption reserved > 
in favour of landlord in the case of sale. Moreover, the fonu of 
usufiuctuary moitgage which was so much prevalent in this part has 
been altogether abolished in case of occupancy rights. These facts 
have culminated in dwindling the credit of the agriculturists to a great 
extent. 

(/if) In my opinion the smallness and fragmentation of holdings will 
not stand in the way of e-stablishing long term credit institutions. 

(iv) There is no long term credit institution, nor fiiortgage nor agri- 
cultural banks in this district except co-operative banks. 

(v) These banks (i.e., co-operative) take deposit on 9 per cent, from 
people and per cent, from (lovernment and advance loan on 12 J per 
cent, per annum. 

(vi) Land mortgage banks and agricultural banks may be established 
in the line of co-operative banks with a longer term and lower rate of 
interest. 

(vii) (a) To avoid possibilities of disputes and counterclaims, the 
specific share and interest of each person named in the column of tenants, 
amount of land which each of them holds and the rental thereof should 
be explicitly stated. 

(ft) The process of foreclosure and sale may be simplified in this 
way: — If the money be not paid before the due date a notice will be 
served through the court upon the debtor allowing him a period of grace, 
generally 6 months, failing which tlie property will be foreclosed or put 
to sale by court auction. 

(c) Costs of reference to recorcl-of-rights may be avoided by supplying 
the mortgage banks with copies of record-of-rights of the villages under 
them. In case of registration of records, regis&ation officers will supply 
these with the information immediately. As to process of law, mortgage 
banhs should be allowed to proceed without court fees and other oppor- 
tunities pnjoyed by co-operative banks. 

(viii) The wdrking capital should largely be derived, if possiblo, from 
deposits. 

(tV) There should be Government guarantee for the principal alone. 



(.r) If the mortffage banks are started under Governiuent supervision 
there will be very little likelihood of their failure. 

(xi) The mortgage banks may raise money by private deposit at 
per cent, per annum, and from central institutions at 6 per 

cent, per annum, and the debenture bonds will be paid in 10 years at 
double the amount and these should lend out money at 12^ per cent. 
per annum. 

(d’.’/i) Yes. ■ 

Question 5. (0 The existin" indebtedness of the agricultural classes 
in a small village will amount to Es. 1,000 including debts for other pur- 
poses as well. 

(ii) By referring to the registration offices and the President-Pancha- 
yats of the unions. 

(Hi) (a) 40 per cent. ; (h) 2 per cent. 

(ir) There are numerous cases in which the debts were incurred for 
(rt), (b), (c), (d) and (e). The greatest part of debts in our part of the 
country is contracted for household expenses. 

(v) Professional money-lenders and co-operative banks. 

(vi) Agricultural indebtedness in this locality is decreasing. 

(r/t) These Acts play very little part in improving the conditions of 
the agriculturists. 

(or) No itinerant money-lenders in this part, but Kabulis deal in 
shawls and clothes on credit. 

(.r) I can give lots of such instances. There are loans both in cash 
and in paddy with interest at quarterly rests, half-yearly rests and 
annual rests as w'ell accumulated generally for about 13 years (i.e., for 
the prescriptive period frem the date of payment). 

(ri) Usurious Loans Act X of 1918 is availed of to some extent in 
this locality. For tlie greater use of the Act, the courts may be directed 
to follow it strictly even in ex-parte cases. 

(xii) No. 

(.mi) Yes. 

(iT/'f) Agricultural associations should be organised in each union with 
a store of seeds and may advance loans of seeds to agriculturists without 
any interest or with a very small rate of interest. 

(j!i-) Ten seers of paddy per maund of paddy per year (i.e., one harvest 
season). 

(xvi) In cases of amicable payment of debts, simple interest varying 
from 12 per cent, to 37^ per cent, is charged generally according to the 
contract, but the debtors get some deduction from the sum total of capital 
and interest; but in enforcing the payment of debts through court the 
creditors generally calculate the interest at the rate stated in the docu- 
ment, either simple or compound, and fix the claim according to the 
valuation of tlie property mortgaged. ,No compound interest is charged 
for any debt in case of amicable payment, although there are recitals to 
that effect in many such documents. 

(ixvh) Yes. 



... 

Qll68ti0ll 8.* (0 The following* classes of stibsidiary industry are io be 
found in this part : — 

(a) Rice-milling, (6) gur-makiug, (c) haiid-spinning and weaving, 
(d) mat-iuaking. 

(ii) The industry of giu-inaking may be encouraged by supplying the 
cultivators with better sugarcane cuttings and by introducing eultivatioii 
on a scientific basis whereby a greater amount of produce of better quality 
may be obtained. 

Industry of hand-spinning and weaving may be encouraged by mak- 
ing it popular and by giving instructions and training in a scientific way 
BO that they may profitably turn these into business. 

(Hi) The enterprises wherein they may engage themselves when they 
are not engaged in cultivation, are hand-spinning and weaving and mat- 
making and, if possible, j’J’oducing silk and tussor fibres and prei^aring 
fine cloths and preparation of ropes from cocoaniit fibres. 

(iv) Private sources, if possible aided by Government. 

(v) By starting joint-stock company under the suiiervision of the 
Gove jji men t. 

Question 6A. (i) The very fewr industries that exist are financed 

by conipanies. 

(ii) If there be joint-stock company there will be better financial 
facility. 

Question 6B. (/) People of this jiart are more or less agriculturist. 

Tliere are no facilities for those who are not agriculturists except pro- 
missoiy notes. 

(it) No special distinction between loans to agriculturist and non- 
agriculturist. This class, although very few in number, boiiow’s money 
for household expenses and for business and for marriage expenses. 

(in) They get help to a certain extent from the co-operative banks 
through the security of the members and from money-lenders also by 
way of loans. 

(iv) The indebtedness among these classes is gradually decreasing. 

Question 7. (H) The ca|>ital of the co-operative societies does not 

suffice to meet the demand ; so the Goveiument should invest it w’ith more 
capital. 

(Hi) In my district the money required for extra capital for running 
the co-operative banks on a sound and working basis may amount to 
5 crores of rapees. 

(iv) No competition. 

(v) No. 

(vt) It is desirable for the stimulation of the growth of the co-opera- 
tive societies, the deposits should be exempted from income-tax. There 
is also probability of issuing debenture bonds by provincial debenture 
banks and reduction of fees on money remitted through post offices ib 
highly desirable. 

Question 7A. (/) Yes, it is desirable. 

(ii) Yes. 

(tii) Yes. 


'■'M 
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(iv) There being no other banks except co-operative banks the rela- 
tion between them cannot be defined. 

QtMStiOll 7B« (i) The prevailing rate of interest has been lotifered 

and checked to a certain extent. 

(tt) The transactions which the money-lenders had previously are 
^liminished by about 15 per cent. 

(Hi) The money-lenders, who generally belong to the middle-class 
that exercises influence and takes a leading part in all actions beneficial 
to people, regard these institutions as prejudicial to their interests and 
Jo not like to advance money to these societies which are always in want 
.of funds. Want of education also tells upon its rapid spread. 

Part III. — Investment Habit and Attraction of Capital. 

Question 1. (i) The existing banking resources in this district aye 

the Government and the money-lending class. 

(ii) The additional capital required may amount to 10 crores of 
rupees. 

(Hi) There i.s, properly speaking, no .such institution; sometimes the 
people deposit what little they can save in the postal savings bank or in 
the co-operative banks ; the richer among them invest money in the 
Imperial Hank and other banks and Government securities and cash 
certificates. 

(iv) No. 

(r) Yes, by allowing the peoi)le easy acce.ss to co-operative banks 
which may be started in a larger number in ail place§. 

(vi) Some people invest in gold and silver specially in ornaments. 

Question 2. — (/) Postal cash certificates are not so pbpulanr It fbay 
be popularised by increasing tl>e amount of interest and by advertising 
thf same. 

(it) Yes, the present rate of interest requires revision by way of 
increments. Terms need not be changed. 

(Hi) No. 

(tV) Generally those who hold any service or employMen| take to 
depositing in savings bank. * " 

(v) By increasing the number of post ofiSces and by making them 
easily available to the people and, if possible, by introducing a system 
of lottery whereby a number of prizes will be distributed amongst the 
highest depositors. 

Question 3. (Hi) The various groups of people spend the money as 
soon as it comes to their hands in purchasing household necessaries, for 
pilgrimage and for other social and ceremonial jrights, e.g., marriage, 
sradh and presents, etc. Sometimes they 8pen4 rather extravagantly. 
Generally they keep the money with themselves for future expenses. 

(v) farmers have 8yni|iathy^ m them and lend to their fellow- 
farmers without any ihteii^t. 

They do not invest but they do enjoy themselves and entertain their 
{rji^ds: 4 and relatives. 

It is not jjossible to give such an estimate regarding amount, growth 
And distribution of capitol among the indigenous population. 
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rl|iiMtioil 4* (iv) Y 08 , vernacular script is to be maintained in the 
re^fords o{ the banka,, for then it will be readily understood by the people 
atlarj^« 

S* (i) Yes. 

^(ii) People are not aware of the usefulness of titese institutions and 
the advantoges reaped from them. Moieover the people are not 
generally in the habit of adapting themselves to any innovation intro- 
duced in their country, 

(in) By the direct method of giving them instructions and demonstra- 
ting the utility of the s|ane to the people they may be induced to invest 
their money in productive undertakings. 

138 . 

Mr. Birendra Lai Roy, Manager, Nadia Raj Wards Estate. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1. (i) (a) For expenses during rviltivation the agricul- 

turists mostly take loan of money from local niahajaiis and in some cases 
take loan of seeds of special cro|> from the dealers of such crop. In very 
rare cases they obtain finance from itinerant Kal ulis at a very high 
rate of interest. 

(b) From the same source, but very little permanent improvement 
is made by the agriculturist tenants. 

(c) From the same source as well as from Oovernment under the 
Laud iHipiovements Loans Act and Agriculturists’ .Loans Act in case 
,pf failure of monsoon. 

(it) The of interest A'ary from 12 per cent, to 75 per cent, per 

finnum. ^Sbmethrfgs in advance from dealers of jut^ on 

cbndilfiicin thal be sold to them at a price fixed at the 

time of advance. This ' is practic‘ally a fhidan system. In the c*ase of 
loan of seeds, the repayment is made in kind after the harvest at the 
rate of one and one-fourth to one and one-half times of the ciuantity 
taken. The period for which the loan is taken is ordinarily fixed for 
one year, but its rex>aymeiit deiiends on the produce of crop. The 
nature of security consists of the mortgage of landed property, village 
bouses and ‘'briiaincnts, utensils and cattle. 

About three-fourth of the debts are unsecured. The percentage of 
secured and unsecured debts is 25 and 75 respectively. 

(lii) In agricultural fiiianc^e the local money-lenders, merchants and 
dealers play the most important i^art. 

(v) The principal defects are : — 

(1> The high ratf tif interest charged by the mahajans, merchante 
or dealers.* ^ 

^2) The eagerness of tho^e money-le^ in realising their laan 
either in cash or in Idnd by attac^^ the crops as soon as 
they are harvested ind byielll^ tKem at their own sweet will. 
This is the main cause why ine poor agriculturists cannot 
shake off their chronic indebtedness and improve their condi- 
tion and cannot pay off their legitimate dues to the semindar 
in time. 
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The only remedy seems to W to establish indisenons bftnke i&' the 
rural areas and free supply of seeds to the actually indigent agricul- 
turists by the Agricultural Department of Govei-ument. It may also be 
suggested that some Tillages may be grouped in nnit and the beadman 
of each unit may be enlisted as member of the co-operative bank, so 
that loan may be given, to the agriculturists of the villages at a moderate 
rate of interest on the personal security of the neadman concerned. 

Question 2.^ (t) The present method of marketing principal crops 
in this Estate is — 

(a) As stated against (v) (2) above, the raiyats are compelled to 
sell their crops to the dealers and creditors at their own 
houses at the village or at some central place within the 
village. A 

(h) They take the remainder of their crops, if any, to the nearest 
market or, if necessary, to some distant markets for sali^. By 
such sale they get a high price and after paying off the con- 
veyance and other charges they generally obtain a gobd 
profit. 

As the cuftivating raiyats in this estate are .mostly poor and 
infiigentj)t]^*arft .involved in debts they are unable to hold the crop for 
a better price. 

(ic) The credit facilities are the existence of nrats at the market 
place. In the event of the crops taken for sale in the market are not 
sold oa the very day they are brought- there, the crops are stacked in 
?thie artits and the avatdnp get a small commission, say 1 or 2 annas 
per rupee on the sale price. Of course, this is done in ease the com- 
modities are large and are brought from distant places. In the ease 
of small quantity of commodities, the raiyats take them, back home for 
sale at the next market day. 

(vi) (a) & (b) The import and export trades are exclusively in the 
hands of the big merchants, specially the Marwari merchants. Almost 
ei?ery one of them has arats or viohams in big rural markets where the 
commodities are first stacked and then conveyed to Calcutta. The 
indigenous tradesmen, of course the big ones, purchase their com- 
modities from those merchants at credit to be payable by sale within 
a fixed time. These indigenous .tradesmen again in thqir turn sell 
their articles to the smaller tradesmen or grocers who have their shops 
in the interior of the district at similar system and from whom the 
consumers purchase their necessary articles by cash price or at credit 
if possible. 

QUMtion 3i (?) The value of aman land per acre is Rs. 150 on the 
average. 

The value of aus land per acre is Rs. 60 on the average. 

The value of other lands which are cultivated for the second time in 
A year for rabi crops is Rs. 120 per acre on the average, 

(ft)' The factors affecting the value — 

(1) Fertility of the soiL 

(2) Kind of crop capable of being raised. 

(3) Supply of labour. 
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I ^4) Marketing or exporting facility of the produce. 

V Status of the occupier of the land. 

(€) Amount of rent charged. 

(a) (5) & (c) The value of land sold in auction by Government for 
arrears oi rent, either in certificate cases or in execution of Civil Court 
datarees, depends mainly upon the quality of lands under sale as well 
as upon the number of bidders present at the auctior sale. The value 
of land sold at such sale is generally low in comparison with the prevail- 
ing market price on an average for such lands as sold and purchased by 
private negotiations. Generally, lands of inferior quality which yields 
very small profit is put to such auction and if no bidders are present in 
court to purchase the defaulted lands, it is purchased by the landlords 
up to the amount of his dues. In rare. cases the raiyats allow the fertile 
lands which yield rich crops to be sold in Government auction. 

QlMftion 4. (i) No, except where the raiyats cultivate lands in 

utbandi system. 

(ii) The amended Bengal Tenancy Act has influenced the credit of 
the agriculturists haying raiyati holdings to almost the same status as 
that of a raiyat having permanent holdings, and lias thereby given to 
the agriculturists every facility of mortgaging their respective lands.*^* 

(Hi) In the case of smallness and fragmentation of the agricultural 
holdings, no use can be possibly made of them by the institutions giving 
long terms, if they are subsequently foreclosed or sold for debts. 

(iv) No. 

Question 5. (/) to (Hi) It is not possible to give even an approxi- 

mate estimate without general and individual statistics. In the case 
of registered bunds whether secured or unsecured the information can 
be gathered by consulting the record of the registration office, but in 
several cases the unsecured bonds for small amount are not registered 
and no bond whatever is taken in case debt is incurred on the pledge of 
ornaments, utensils or other moveables. 

(iv) Generally debt is incurred for — 

(rt) repayment of earlier debts, for which high pressures are given 
by the creditors. 

(6) Marriage or other social occasions specially sradh of the father 
or mother, 

(c) Famine or other kind of distress. 

(d) Payment of rent. 

(e) Purchase of cattle seeds and manures. 

(®) Professional money-lender's of the nearest village. 

(vi) Seems to have increased. 

(iz) Yes. The Kabulis lend money in two ways--(l) in kind and 
(2) in cash. 

(1) They roam about the village just 4i the beginning of the winter 
season with warm cloths and give them to the customers on credit 
charging about I J times of the market price of the cloths on conditiog 
of payment by instalments. 
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(2) The Eabulie advance money to the village efaazging intereat 
at the rate of 2 annas or more pmr rupee per mensem. 

In both cases they take down the names 'ann addresses of their 
customers in a pocket book. They come again the next year and 
extort their dues with threats. ^ 

Csiv) If the Gover^ent kgrieultoral Department does not agree to 
lend seeds for cultivation a store^house for seeds and paddy may be^^kept in 
all union boards and cooperative societies, and loan may be given on 
moderate .rate of interest payable in kind. 

{xv) The prevalent rate, of interest on paddy loan varies fnnn 25 per 
cent, to 50 per oent. in kind. 

{xvi) Interest is calculated from the month of advance even if it be 
the last part el the month up to ike month preceding that on which the 
loan is repaid, that is grace for a month is generally given. 

The repayment of debts is enforced by recourse to law. 

{xvii) Tes. , 

(zviii) Yes'. 

QtmstiOfl 6. (i) There are no industries wo^th the name. Only 

sugarcane and date-juice molasses are prepared in some parts of the 
estate. 


Mr. Bhairabnath Banerjee, Purandarpur (Birbhum). 

Part I. — Agricultural Credit and Credit Facilities fee Small Industries. 

Question 1 . (?) (a) There Jiie two flas.ses of agriculturists in the 

district of Birbhum — (1) Agriculturists who own lauds, which are culti- 
vated by labourers, who are paid in shares of the pioduce. These 
laliourers are either krishans, who work with cattle, plough, seeds and 
manure supplied by their masters, and are paid one-third share of the 
produce; or bhagjotedars, who have to supply cattle, implements, seeds, 
etc., and are paid half-shares. These labourers get advances of paddy 
and cash money from their masters, and these advances are adjusted 
at the time of the harvest, with interest. The krishans are sometimes 
exempted from interest by a good masrer. 

(2) The second class of agriculturists are owners of lands which 
they cultivate themselves. They are better off than the first class 
agriculturists, who have their lands cultivated by labourers. The 
cultivators have sometimes to go to the mahajans and boiTOw paddy 
and money at high rates of interest. 

The bhadralog class agriculturists have also to borrow money from 
the mahajans, hut in their attempt to keep secrecy of their indebted- 
ness they make their condition worse, and their debts swell with coih- 
poai\d interest, so much so, that ultimately the mahajans swallow their 
priqierties. 

Some of the bhadralog agriculturists^ earn money by trade or service 
and with that income they finance their agriculture. 

. (o) For capitid the agriculturists have to go to the mahajans or to 

have recourse to other sources of income, namely, service, riade, etc. 
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!; can&ot make permanent -improvements, unless they a surplus 
in line haivest after meeting all their agricultural and family expenses. 
; : ,;^c) For other special needs they have to go to the mahajans. 
Pm'icg the distress of 1334 B.S., on account* of failure of monsoon, 
I have seen thousands of agriculturists, both bhadralog and cultivator, 
to go to the mahajans and to secure paddy and money loan with the 
^^atest difficulty and at an exorbitant rate! The terms for paddy loan 
were simply horrible. They took paddy loan in the months of June 
to August or September, when paddy was selling at Bs. 4-8 per maund 
and had to execute lamds for the then value of paddy plus 50 per cent, 
interest, payable in January (harvest season) in kind or in cash. So 
Bs. (»-12 was payable in January, when paddy w'as selling at Bs. 3-4 per 
maund. It comes to^ this that for one piaund of paddy borrowed by 
the cultivators only five or six months ago, they had to part with more 
than two maunds. So the rate of interest was practically cent, per 
cent, in six months or 200 per cent, per annum. There was a good 
harvest in 1335 B.S., but after satisfying tbe mahajans, the agricul- 
turists had no surplus left. Many of them could not pay rent to the 
samindars, and most of them had nothing in hand to buy Fuja gar- 
ments for their children. Such is the horrible condition of the agri- 
culturists, and unless some arrangement for financing them made, these 
poor agriculttirists will he extinct in no time. 

(it) The rates of interest for paddy loan is 50 per cent, fora season, 
which is approximately six months. This is a snort term loan, repay- 
able in January or lehruary at the latest. Failing to repay at the 
time, their interest is compounded. 

The following rates of interest are commonly charged for secured 
loans ; — 

Small loans up to Bs. 500 — li down to If per cent, per month. 

Above Rs. 500 up to Rs. l,(XK) — down to 1 per cent, per month. 

Above Rs. 1,0(XI up to R.s. 2,000 — 1 down to 12 annas per cent, 
per month. 

Above that sum — 8, 7J, 7 down to 6 per cent, per annum. 

For unsecured loans the ra"es are higher and varies according tu 
the credit and urgency of demand of (he borrower. Zamindars have 
sometimes to borrow money for pa.ymeut of revenue or patni rent 
(Regulation VIII) at even 2J or 3j per cent, per month. 

Nature of security — Land mortgage by registered bond, or oriia* 
ments and other movables. 

Percentage of secured loans — ^70 to 75. 

(tf!*; Small loans are sometimes granted by the Oovernmeni to 
selected agriculturists. But tbe amount is very small. There is no 
k»nt stock bank or branch of Imperial Bank in Birbhum. Co-operative 
htuaks have been established in many villages, but they have not yet 
been able to meet even a quarter of the demands of the agriculturists. 
The professional money-lenders play the most important part in agri- 
cultural finance and thej’’ are gradually swallowing the property of the 
a^culturists. The merchants and dealers grive credit to the cultivators, 
CMi^ng higher rates and on condition of payment at harvest season. 
The ^bulis also Irad money to the cultivators at very high rates, and 
realise their dues in the harvest season by show of lathis. 

(ir) About a erore of rupees. 



806 


(■») The following are the defects:--* 

(a) The mahajans charge exorbita’ht rate of interest and thus drain 
ail their resources. 

(ft) The debtors are never released from the clutch of the mahajans, 
whose sole aim is to swallow* the properties of the debtors. 

As a remedj* I suggest that a network of banks or loan offices should be 
established in every district, to financo the agriculturists and to save 
them from the jaws of the money-lenders. 

(vi) There is no co-ordination at present among the various credit 
agencies, w*hich should be established. 

Question 2 » (/') The usual method by which the agriculturist 
markets his crops is that he carries the same to the nearest bazar or 
rice mill and sells at the current rate for casb price. Speculative 
middlemen advance money before Aswin to many cultivators on con- 
dition of buying from them certain quantities of paddy at a stipulated 
rate. 

’ 4'he raiyat is unable for many reasons to hold up his crops for a 
better price. Firstly, he has to meet the speculative middlemen from 
whom he might have taken advance. Secondly, he has to meet the 
demands of the money-lenders from whom he has taken advance and 
whose dues fall in the han^est season. Thirdly, he has to pay the 
landlord’s rent, which cannot be deferred. Fourthly he has to pay the 
settlement costs this year, liastly, he cannot carry his crops to the 
bazar during the rainy season for want of a cartable road, though he 
pays rond-cess from his hard-earned money. 

(ii) These difficulties may be solved to a certain extent by starting 
co-operative sale and supply societies in all the bazars for fiuancing 
the farmers in their times of need and selling the crops nt the most 
favourable times and at the highest available rates. These societies 
must have sufficient control over capital and so they must have to be 
financed by the banks. 

(ifi) There is only one such society at Metla, near Dubrajimr. The 
selection of place has not been very happy. I have no knowledge of its 
constitution and working. 

(iv) At present there is no credit facility for the financing of pro- 
dv.cls during marketing. The credit facilities that are required are that 
sale and supply societies (after being started) should advance money 
to the farmers for their crops weighed and delivered at the gola of the 
society, at the rate of 80 per cent, or 90 per cent, of the current rate, 

^nd after selling the crops at the best available rate, should pay the 

balance. 

(v) There is no external trade in this district. 

(vi) (b) Tes, the grower of produce in India does not get the full 
value of his produce for the speculative buying of firaos. He has to 

* feel another difficulty on account of the control of merchants and 
dealers over the market. I have already stated that these difficulties 
can he solved by starting a network of sale societies. 

(vii) It is due to want of money and the indifference and unwilling- 
ness of the bankers to finance Indian merchants. In some plaees, v8u^ 
as Bhdge-Budge, Ifagrahat and other places in the Sjunderbans, the 
Burttpean. exporters have almost the buying monopoly. These firtiM 
have wgly . liberally niihfa money to the producers, who are alwayi 
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more or lesa indebted to th% firms and cannot sell their produce to 
others. The Indians have no wich control over funds, and -the banks 
do not finance them, and hence they cannot compete with these European 
firms, 

(mil) Nothing in the district of Birbhum, except through the Bir- 
bhum Central Co-operative Bank, Ltd. But the rate of discount of 
the bank is a little higher than that of Calcutta bunks, and the benefit 
can be enjoyed by the people of Suri town only. 

(w) The rate of discount should be leduced. 

(x) Payments by hundis are in vogue among Marwaris who have 
got offices in Calcutta or other places, 

(ipi) For extensive use of huudis, there must be a network of banks, 
having mutnal transactions, and having transactions also w’ith the 
Calcutta banks. 

(sni) Hundis payable at sight. 

(xiii} Not necessarily. 

(xlv) No suggestion. 

(xvi) No. 

{xvii) Railway leceipts only. 

Question 3> (»)Value of land by private negotiation in every part 
of the district is as follows; — 

(1) Rented paddy land (occupancy right) Rs. 70 to Rs. 100 per 
bigba, i.e., Rs. 200 to Rs. 300 per acre. 

(2) Vegetable or (twice-cropped) (land-occupancy) — Rs. 150 per 
bigba. 

(3) Sugarcane lands — Rs. 200 per bigba. In many parts of our 
district the value of land is twice or even thrice the rates given above. 
The value of rent free lands is always much higher than rented lands. 

(ii) The main factors affecting the value of land are ; — 

(1) Nature of right, i.e., rent free, mokrari or ordinaiy occupancy. 
The less the rent, the more the value. 

(2) Nature of soil, of fertility and productive capacity. 

(3) Irrigation facility. I,ow lands (jaljami) capable of cwntaining 
more water are more valuable. 

(4> Mecessity of the seller or the buyer. 

(5) Fixistence of money and buyer in the locality. 

The value of land sold in Government auction sale is usually much 
below the above price, and it entirely depends upon the attendance of 
bidders. Tinder normal (•ondition.s lands are sold in execution of rent 
decree, at 50 pe^ cent, to 75 per cent, of the above rates according to the 
attendance of ibnyers; but in execution of other decrees, i.e., moi-tgage 
or money decrees, the rate is even less as bidders have to deposit the 20 
per cent, landlord’s fees and they cannot be certain of the land having 
any prior charge or not at the time of sale, 

QiMttion 4. (7) No. 

(tt) It has increased their credit to a certain e$$enK Formerly the 
ma^jan was afraid of accepting moitgage of an entire jote,^lest the 
landlord would eject the same after sale. That difficulty has iiW gone. 
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(in) Under tli« new Bengal Xenaney Aet, smaUneM* tmd frag^ 
inentatio% bf Jote do not stand in thexuray ol long term ci^t aa ^ey 
can be ccmsolidated by mutual exchange. ' 

(tv) There is no land mortgage or agricultural bank in Birbhum. 
The cooperative banks issue long term loan lb meiBiibers only, but that 
also for not more than three years. 

(v) The question does not arise. 

(vt) These banks should issue long term loans on sufficient security. 
They should also issue short term loans on pro-notes to selected pemons 
having personal credit. They should have local directorates, includ- 
ing at least one official. The accounts should be audited by Govern- 
ment auditors. These banks should have mutual transactions and 
co-ordination. They should open current accounts. 

(vii) (a) Nothing, {b) nothing, (c) yes, these costs should be reduced. 

(i-in) The working capital should be derived mainly from funds 
from central institutions. Deposits will be received after establisihinent 
of, sufficient credit of the bank. Debenture bonds may also be issded 
at that stage. 

(ix) Yes, both for principal and interest. 

(,e) Inclusion of Government officials in the directorate and audit 
of accounts by Government auditors. 

(xi) Terras for raising money — ^witli Government guarantee, 6 per 
cent, te 7 per cent, per annum; without Government guarantee, 7 per 
cent, to 8 per cent, per annum. For lending money usually 12 per cent, 
.should be more for small loans and less for big loans. 

Qinstion 5. (i) Rough].y, the agricultural indel.tedne.s8 of the dis- 

trict of Birbhum is a crore of rupees. 

(ri) Village to village survey. 

{Hi) '{a) pO per cent, (nearly) with land as security, (b) the balance 
50 per cent. 

(iv) Bor all these purposes more or less, except i/i) and (t), the 
major portion Jbeing for marriage and other social occasions. The 
Muhanimadans spend large sums and incur debts for litigation. 

(r) The debt is largely due to professional money-lenders, only a 
veriir small proportion to the co-operative societies. 

(ri) Inci'easing. 

(vii) A very small percentage, even for less than 1 per cent. 

(vHi) Yes. -more money should be placed at the disposal of the 
eollector, and an officer should be specially put iiri^harge for prompt 
enquiry and disposal of the loan applications. 

(tj?) Yes, the Kabulis. They advance money aW cloth at exoibi- 
tant rates, with sometimes on pro-note or hatchitta, «imd sbmetim'ea 
without anything^, relying on simple pencil entries in their note-books. 
They realise their dues in the next harvest season by the show, end 
sometimes by the use, of their lathies. " # 

0**) Not availed of. The civil courts should he iiratructed to ex- 
tend the measures of protection provided by the Usurious Tjoans Act 
to all .debtors. 

(ij^) and (aritt) I do not know. 

Starting se^stores and dharmagdlaa. 



# (fv) reply to questioMg l 

■ Via* reply to question' '2 (it). The month in whichr payment 

IB made is not counted in calculating^ interest. 

(im) and YeSy# 

QlMStion (i) There are 42 rice mills in the district of Birhhum. 
There are small brassware manufacturing industries at Nalhati 
Dubrajpur, Tikarbeta, Kumarghosh, Lonbaria, Hazratpur, etc.; bell- 
metal industries at Dubrajur; tasar-weaving industries at Karidia, 
Taatipara, Birsingpur, etc. ; silk-weaving industries at Basara-Bishnu- 
pur, Bhalkhuti, Gauutia, etc.; cotton-weaving industries at Alunda and 
many other places; shellac toy in«lustry at Illambazar. 

(it) Arrangement should be made for financing, supplying raw 
materials and selling finished products of these industries, by starting 
co-operative societies. But the artisans are so very conservative, that 
it is very difficult to induce them to form societies. I had practical 
difficulties in starting weaving and other societies some 12 ttr 13 years 
ago, as honorary organiser of co-operative societies. 

(Hi) If the farmer is the only male member of his family he has 
got suffi(;ienv engagement in his fields throughout the year, for pro- 
ducing paddy, wheat, gram, imistaid-seed, peas, vegetables, sugarcane, 
oil-se^s, etc. He can, however, grow cotton in his fields, and spin 
and weave (he same in his leisure time, w'ith, the help of the women 
of his family and in this way he can make provision for food and 
clothing for his family without spending cash money and without 
going to the bazar. If, however, he has got other male members in 
his family, he can keep some or all of them engaged in dairy-farming, 
gardening, weaving, tailoring, shopkeeping, etc. 

(iv) Star-ting banks, loan offices and cc-opeiative socie ies. 

(v) Banks. 

QuKtiOn 6Aa (/) from my business experience of moie thaa 
twen:y yeats I estimate, roughly, that not mure lhan 10 per cent, of 
the Indian indu.strial concerns are financed by individual capitalists; 
of the rest some are private conrpanies, some private liiuited companies 
and some public linrited companies. It is a; matter- of great regret 
that Indian concerns do not get any financial help from the banks, 
while the European companies are allowed heavy pver drafts. "This 
differential treatinent hy the banks has compelled many Indian com- 
panies to close their business. Those who are dragging on with the 
utmost financial difficulty cannot work satisfactorily. For w-aut of 
sufficient circulating capital they cannot get satisfactory outturn, thus 
resulting in a h|gffier cost per unit and less profit. ^ they fail to 
declare as nruch tiii'idend ns the European (-ompanies do, and the 
blame falls upon the management. I have seen the pottery works at 
Raneegun^e,^: managed by a European firm, and yielding a huge out- 
turn and imthense profit ; I have also seen an Indian-managed pottery 
works at Tangra, somehow dragging on, for want of sufficient working 
capi^l ; I have seen two or three European-managed firebrick factories 
nt Magura, a^ running at a mail-speed on account of their huge com 
tioT over capital and support from the hanks. There are two Indian- 
managed firebrick factories too at Magura who do not get any help from 
the banks, and consequently they are working slowly and making small 
profit on account of paucity of funds. Such is the case with every 
blessed Indian concern, A paper-milling company was registered by 
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Indians a few years ago, but for want of funds and bank Support it 
was to be liquidated before even beginning to erect the factory. An iron 
and steel company was started and the factory was built up — I mean 
the Kirtyanand Iron and Steel Company, Ltd,, but it was also doom- 
ed, Indians bave got many acid factori^ in*¥Calcitttta and its suburbs. 
But D. Waldie’s factory has overshadowed all of them. Similar is the 
ease with glass factories, cotton mills, rice, oil and flour mills, collieries, 
engineering w'orks and all Indian industrial coiu^erus. These c-oucems 
either cannot start work, or if they start work at all, do not suiwive for 
wuut of capital or financial support from the banks. In most cases 
of failure the whole blame falls upon the shoulder of the poor manag- 
ing agents, who are charged with inefli«‘iency, incapability, inismanage- 
meiit, dishonesty and what not. The English Press proclaims by beat 
of drum the business incapacity of the Indians. But tba real diagnosis 
is not made by any one. 

(ti) I suggest that the Imperial Bank should show the way of 
financing Indian industrial concerns, on the security of their pioper- 
ties and other assets, although they may remain outside Calcutta, and 
then other banks too will follow the example. 

QuOStiOfl 6B« (i) These people have to take short term loans on 

their peisonal credit. Widows and other female meml)ers of hhadralog 
class families lend money to these classes of people at an interest of 
one pice to two pice per nipee per month, and their debtors generally 
attempt to pay off their dues nothin the stipulated period, and to 
keep their cre<^it, in fa(.'t, sometimes the smalT traders have to borrow 
money at (chota-sood) or daily or weekly interest, varying from half- 
anna to two annas per rupee per week, for the purpose of buying their 
merc.'handise. Service-holders borrow on condition of repaying on the 
next monthly pay day. 

(ii) Service-holders and middle-class gentlemen usually borrow 
money for medical expenses, for marriage, sradh and other social 
occasions, for sending presents to sons-in-law, etc., for house-building. 
Small traders borrow for purchasing their meiThandise. There is 
always , a slight difference in the late-bf interest in the case of secured 
and unsecured debts. I bave stated alxive the rate of interest on un- 
secured loans, viz., one to two pice per rupee per month. 

\iii) They get no help from the Government. ]^f there me 
co-operative societies, they may get small loans on the p«/rsonal security 
•of some other member and on the joint liability of all the members. 

(iv) Their indebtedness is on the inci'ease. 

QUWtion 7 . (») There is no relation between the co-operaive and 

oth»?r banks. . 

(it) Co-operative societies get short term loan.s at a low’er rate of 
interest, and long terra loans at a higher rate. But the hians they get 
from the central bank is quite insufficient to meet the demands of their 
members; moreov««r the long teim loans are also practically short 
term «tiS thej have to be repaid within three years. Long terin %>a*t8 
for 0 or 10 years should be granted to the societies by the centrad 
bank and also larger sums should be lent. 

About fifty lakhs of rupees. 

(tn) and (v) These questions do not arisen as there is no joint-stock 
bank. Tea, all the concessions should be granted. 
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7A.- (i), (ii) and (m) Y«9. 

There is no joint-stock bank here, hence the question does not 

arise. 

^ BX remittance transfer tlirough the Provincial Co-operative 
Bank. 1'hi.s system should be introduced between one central bank 
and another. 

Quostion 7B> (t) Nothing. 

(ii) To no extent. Co-operative societies have not yet been able to 
replace professional uioney-Jeiulers at all, as they caniutt meet even a 
part of the demands of the niembers, and their term of loan is very 
short. 

(iti) (a) Want of finaiu-e. The societies cannot meet the demands 
of the members. 

(h) Joint liability (unlinnted ). — On account of unlimit>.^d joint 
liability the well-to-do class gentlemen do not like to join these societies, 
because they are not in need of borrowing. So in many cases better 
classes of members are not availalde for management of the societies. 

Part I At — Loan Offices and Joint Stock Banks. 

Question 1. (a) and (h) Nil. 

(c) Jagadamba lioan Company, Ltd., liabpur. 

Questions 2 to 9. Not known to me. 

Question 10. It is a good idea, bul hist of all such hanks and loan 
offices should be established and they may be federated into a central 
banking institution. 

Question 11. By starting loan offices in all important centres. 

Question 12. Th? question does not arise, as there was no bank 
here. 

Part II. — Indigenous Banking. 

As there is no indigsnous bank in the district of Birbhum I am not 
^ in ft position to an.swer the first ten questions. 

Question 11. (i) and (ii) By establishing banks in every district 

and in all important centres, and by federating them into a central 
banking institution, thus establishing mutual transactions between 
each other, and transaction w’itli the federation at Calcutta, the indi- 
genous banking system may be linked with the central money market. 
This purpose may be better seiwed by opening branches in all districts 
of the Imperial Bank or any other joint-stock bank with local ditec- 
toTiites, and connecting the indigenous banking system. 

{Hi) If it is a branch of the Imperial or other first clas.s bank in 
"which people have already go»t full confidence, it will attract deposits 
froiq the indigenous bankei's, and in this way competition may be 
avoided. 

Part III.— Invastment Habit and Attraction of Capital. 

QuiOtion 1. (i) Share^capital, deporits and debentures. 

(mi Postal savings banks and insurance companies. 



812 


(tv) Yes, there are savings banks attached to post cfffioes but the 
interest is too low and the people have no money to save. 

(t;) Yes, by opening post offices and savings banks in each union 
and by increasing the rate of interest. 

(vt) The Indians are in the habit of investing in gold and silver 
jewelleries, not so much in raw gold and silver. 

Qirastion 3> (t) No such facility exists except in Calcutta. No 

special facility in the mufassal is necessary. ‘ 

<m) The people of our district invest the major portion of the sur- 
, plus of sale proceeds of their crops, after meeting all their family 
expenses, in purchasing new lands, building bouses, corrugated iron 
rooting and improving lands. 

(iv) Yes, they lend money to fellow-agriculturists on the usual 
terms of money-lending. In the prosperous year they buy new lands 
and ornaments of gold, build bouses, excavate tanks, etc., marry their 
children. * 

QunStiOfl 4i (it) It has benefited the people of the town w^ho have 
got imrient account in the banks. It has encouraged people to open 
current account and has extended payment by cheques. 

(ir) Nothing, 

Question 5. (i) Yes. 

ifi) Want of money. The people can hardly meet both ends, and 
they have scarcely anything left to save, 

(tit) A propaganda may be made 

(ii;) ITntil and unless the branches of the Imperial Bank undertake 
to finance Indian agriculture, industry and commerce, i.e., they change 
their present method and policy of working, the people cannot be 
benefited. 


1M. 

Mr, Dwiiapada Kundu, M.A., of vittage Okorsa (Burtiwan). 

Part I. — Agricultural Credit and Credit Faeiiitiss for Small Industries. 

Question 1. — (i) (a) The agriculturists of the Burdwan 'district 
obtain finance for expenses during cultivation generally from the 
money-lenders of the villages and rarely from the rural co-operative 
banks recently started only at a few villages. 

(h) For capital and permanent improvement, the agricultariste 
have generally to depend upon loans from professional money-lenders. 

(c) For other special needs also they generally depend upon loans 
in money or paddy from the village lenders. 

(it) The rates of interest vary from ISf per cent, per annum to 
87 J per cent, in cases of loans from private persons and is 12 per cent, 
in cases of loans from rural banks. In heavy loans, the 

security generally accepted and offered is lapdjk cases of -email 

loans, the security is ornaments, standing coops, eym cat^ or hbusei- 
hold ittensils or other moveables. The loans fbr purposes under section 
1 (t) (a) are generally taken for one year s-n^ils they<»«iremain- u^^id, 
as other loans, for several years. ' * 
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' my part of the district (Burdwan) it seems tkat only about 

per cent, of the loans are unsecured, the rest being secured. 

j (m) Agricultt^l^ finance offered by Goremment is vsry rare in 
my part of the district. Finance offered by co-operative banks are too 
insufficient for the local needs. The majority of the loans are taken 
from the professional money-lenders. Merchants and traders help the 
agriculturists to a little 'extent by selling fertilisers, etc., on ci*edit 
for a short period only. 

{iv) About 80 par cent, of the agriculturi.st8 depend on loans of 
different description. To my estimate, an agriculturist owning an es- 
tablishment for cultivation with one plough maj" require a loan of' 
Hs. 150 during cultivation for successful farming. Loans for other 
purposes may vary from Bs. 200 to Rs. 4(X) according to the coni. tion 
of monsoons. 

(v) The present system of financing agricultui’e is defective for 
more than one I'eason — (a) the cultivators have to pay heavy rate of 
interest, (6) they do not get sufficient money for agricultural needs in 
due time and for want of proper .security, and (c) paddy .loans to 
which they are l»ound to have recourse to, r-equir? them to pay interest, 
at the rate of 50 per cent. 

These defects exist as ther'? is paucity of funds available for loans. 
Their poverty and want of provision for years of bad crops added to 
general indebtedness of the agriculturists may account for these defects. 

To my opinion the remedy lies (a) in the more extensive opening 
of rniral co-operative banks with suitable funds for offering loans 
supplemented by Government loans offered for general improvement 
and capital expenses specially during years of farnirre and scarcity, 
and (h) Iretter education and creation of liabits of thrift are no les.s 
important factors to serve as a remedy for the defects. 

Question 2. — (i) For small puix-ha.ses of the daily necessities of 
their life, the agriculturists generally exchange their crops. For 
other household expenses of small amount, they sell their crops to 
retail merchants at the village at a very low price. For t'a pi tal ex- 
penses, e.g., for payment of rent of buying bullocks or agricultural 
implements, they .sail their products at the nearest trading places, 
genei'ully attached to some railway station or in the neighbouring rica 
mills #here available. 

The raiyats are generally unable to hold up their crops for higher 
prices. The general indebtedness of the present brought about by the 
impi’ovement in the standard of living, habit of thriftlessness in con- 
nection with mandage or sradh ceremonies and the abiioi-mal rise in 
the price of cloth and other articles of daily necessity together with 
the high rate of interest paid for the loans and more occasional failure 
of crops duS to want or Idss of irrigation facilities, has brought uni- 
versal and constant poverty .imong them for which they have generally 
to live from hand to mouth. 

(it) The possibiBties* ef co-operative effort in marketing produce are 
very few unless there is. ^general rise in the education of the agricid- 
tural people. > 5, 

(iw) To my^knowled^pe. thei« Is no co-operative sale society in my 

distni^. r 
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{it) There are no credit facilities for the financing of products 
during marketing. 

(v) (a) The export trade is generally financed by merc^hants and 
dealers, who may boiTOw money from banks or private professional 
money-lenders, occasionally the latter. 

(h) Th.e import trade is generally financed by bankers and big 
merchants at important ports or trade centres for foreign import. From 
them the imported articles are supplied to the village agnculturists 
through numerous smaller merchants and dealers at district or sub- 
divisional headquarters or some important railway or steamer stations, 
the bigger of whom are also financed by banks or private souixres, 
generally the latter. 

(vi) (a) In case of expoitable articles if better finance is offered by 
banks, the village dealers may make purchase in big scale by which 
the producers may get higher prices for the commodities sold. 

(h) The growers of produce no doubt get less value for his produce 
for want of transport facilities to the trade centres or more particularly 
for the control of prices by the buyers. 

Transport facility and Government control may do away with the 
defect. 

Quustion 3. — (t) The valu? of land for paddy varies from Bs. -300 
to Rs. 1,050 per acre. 

The value of land for paddy and an additional CTOp, e.g,, rabi, 
potato, etc., varies from Rs. 800 to Rs. 1,800 per acre. 

(ii) The value is affected by (1) rise or fall in the price of products, 
(2) failure of monsoon, (3) competition among purchasers depending 
on their circumstances and personal privileges. 

(а) and (h) In auction sales the value is comparatively small for 
want of sufficient com})etition among buyers who may not all be present 
at the sale for various inconvenience more particularly for want of 
information. 

(c) The same as in 3 (ii) above. 

QuestiMi 4.— -(t) No. 

(n) It has offered greater facilities. 

(iv) No. There is none in •-my part of the district. 

(vt) Agricultural banks should be established at. least in each sub- 
division. 

_ (vti) (a) The record-of -rights prepared W the Survey Settlement 
going on in the district will remove the difficulty. 

(б) and (c) Rules of co-operative credit societies may be followed. 

(vtii) (a), (6) and (o) Tes. 

(mj) Yes, for both. 

(nei) Agricultural mortgage banks should raise money with Govern- 
ment guarantee on the terms of other -Oovemmen^ loans and should 
lend it to the agrictiiturists at the lowest possible interest on security 
of land. On no account their loan should be allowed to accumulate 
to the extent of more than half the value of tfiefi: total property. 
P<^ni owing any debt to the mortgage bank, should he delmrr^ 
from entering into any other loan. 
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Trtfiiiatiaii of replies in verneouler by Mr, B. H, Chaudhuri, Koshla: 

(Faridpor) 

Part K— Agrioyftural Credit and Credit Facilities for Small Industriesr 

Question 1l« — (t) (a) Tiie a^^riculturists Wrrow froiu mahajans ter 
noet expenses of cultivation. 

(h) They seldoni take loans for capital and peimanent improve- 
merits. 

(c) Soiuetiuies iiiey liave to Iwnow to meet special needs, such as 
payment of land revenue, rent and scarcity due to failure of monsoon. 

(n) Interest is generally c harged at Ks. 3-2 per cent, per inenseiu 
on big loans. On small amounts, the rate varies from. Rs. 3*2 per cent, 
to Rs, 12^ per cent, per mensem. Land is generally offered and 
accepted as security, standing crops are rarely given as such. About 
60 per cent, of the loans are secured. I'he more solvent of the agri- 
culturists obtain loans without security. 

(rii) The major portion of these loans are advanced by local money- 
lenders. Since the establishment of co-operative banks, the agricul- 
turists have also been obtaining loans from theiu to a small extent. 

(iv) The capital leijuired for the district will be about 50 to 60 
lakhs. If a co-operative bank with a capital of one luklis each be 
opened at ea<‘h thana, the agriculturists might be released from the* 
clutches of the inahajaT)s. 

(r) So far as co-oj)erative banks are com^erned, they usually ad- 
vance loans to undesirable numbers rather than to those who are really 
deserving. 

(rl) There is no co-ordination of any kind between either the 
Government or the co-operative banks on the one hand and the local 
money-lenders wdio have practically monopolished the business, in the 
mufassal, cm the other. 

Question 2« — (/-) The agriculturist c*annot afford to wait for a better 
market for his crops cming to the importunity of the landlords and the 
mahajans for the payment of their clues. Owing to habitual indolence 
and an undefined dread of future harm, they fight shy of co-o^perative 
banks. Where the zemindar holds sway over a large area, he or Ids 
employees take advance from foreign merchants and force the raiyats 
to paH with their crops for a nominal price ostensibly for recovery of 
rent, but actually for the benefit of those meixhants. The raiyats 
are really helpless in this matter as they have no means of protecting 
themselves. Marwari traders very often supply the agriculturists 
with corrugated iron-sheets, timber, etc., against future supply by the 
latter of jute, mustard, sesamum, etc., after harvesting, at special 
prices dictated by the former. In these transactions, tiie Marwaris 
make profits both ways, e.g., they sell their tin at Rs. 24 per cwt. 
a^inst the market |>rice of Rs. 22 and contract to purchase jute at 
Rs. 10 per maund when the expected price would be Rs. 12. 

(it) The producfers might combine to form pools for marketing of 
agricultural produce to secure better price arid cooperative sale 
Bocieties may be formed, provided educated and honest men inspiring: 
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confidence are forihcouiing and Government undertake the audit of 
acf^unts ol such societies.^ The local fiei^le ordinarily do not e9P![- 
mand confidence of the raiyats. 

(Hi) Co-operative sale societies in Bengal are very few^ BecenU^ 
a few have been started at some district and suMivisional head- 
quarters but these have not yet benefited the producers to any appre- 
ciable extent. 

(iv) No raiyat requires any finance for the sale of his produce. 
Under the pressure of the mahajans, he has to sell his crop for what- 
ever offer he then receives. 

(ri) (a) Only the traders give dadans for importing goods from 
producing areas to exporting centres. 

(ri) (h) If co-operative societies with a large capital be formed and 
advance money to the agriculturists against their produce at easy rates 
of interest, both the parties may then be benefited. At present the 
foreign and Marwari merchants control the prices of raw agricultural 
produce. If co-operative societies work as liaison bodies between the, 
produ<ters and the exporters and negotiate the price of such products 
with the latter, the producers will certainly get better price for their 
produce. The sotdeties should, however, be prepared to give them 
small amount.s as dadans to meet their current expenses. 

(ini) Persons engaged in the movement of crops have very little 
banking facilities. This is due to want of organisation on their part. 
They work individually and cannot therefore build up a credit which 
it is only possible to seciure by co-operative efforts. 

(a:r) Hundis are in use in big towns only where these can be dis- 
counted. 

(svi) There are no facilities for discounting hundis in rural areas, 
but these should be introduced through rural co-operative societies. 

QuMtion — (i) Land producing jute is sold at Bs. 600 to 2,400 
per acre accoiding to quality. The price of land producing other 
crops varies from Bs. 300 to 1,000 per acre. 

(it) (b) In the event of sale by court decrees the value of land does 
not exceed the amount of claim, if the landlord or the creditor bids 
for it. In the case of other i)Urchaser8, the bid slightly exceeds the 
decretal amoupt. 

(c) Laud when sold by private ue^tiation fetches the price referred 
to in 3 (t) above, but the actual price settled is seldom stated in the 
conveyance in order to evade payment of the landlords’ selami. 

ISlfntioil 4. — (i) Primarily the mahajans' used to hesitate to take 
agricultural holdings on mortgage. Tioans are very seldom taken ou 
the hypothecation of standing crops. 

(ii) The ame'hded Bengal Tenancy Act has impaired the credit of 
the agriculturists. 

(tn) Owing tp apalln^ and fragmentation of holdings, the credit 
organisalions ^yii. found it difScuIt to recover ihfir dues by the sale 
af ench lands, wh^h hardly fetch a good price. 

G>) No «meh yim .is in operetiou heres. 

(vi) Ji such insGMllons are fonned at every imp<wtaht rural centra 
and flhahced equally by the zamindata ^ and alsb subr 

oi^sod by the State, the agriculturisis vriU be imnbnseiy b^efited. 
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' A separate establislunent should be maintained at Begistry 

offices lor keeping the record-of-rights up to date- AH documents 
tendered at such offices should iitass through these officers, who will 
ffiake nececHsuy corrections therein before transmission to the Sadar 
Begistry office and will also inform the registrants that their records- 
of-r^ghts have been corrected. Arrangement may also be made for the 
supply of copies of record s-of -rights to parties applying for the same. 
The additional cost involved may be recovered from parties as part of 
registration fees. The costs of reference, etc., incurred on account of 
defaulters may be met from the profits of the banks concerned. 

(tar) Oovernment sl)ould guarantee both principal and interest in 
order to attract funds. 

(if) Government must be prepared to meet losses out of the provin- 
cial revenues. 

(iti) These banks ought not to fix more than 6 per cent, per annum 
as their lending late, as otherwisse, the debtors will try to evade pay- 
ment. 

(sn) These debentures should be included in the list of trustee 
securities. 

Quostiofl 5> — (i) About 90 per cent, of the agriculturists in the 
Eastern Bengal are involved in debt. 

(n) By searching the Registrj' offices and inspecting the accounts 
of the money-lenders. • 

(iv) Loans are taken for all the purposes enumerated liere except 

(t) 

(c) This debt is mostly due to the professional money-lenders. 

(vi) Agricultural indebtedness is increasing, 

(v/i) The Acts are seldom utilised in Eastern Bengal. 

(jfit?) If the Cir<le Officers be empowered to grant these loans, the 
rural people will be really benefited. 

(is) The itinerant money-lenders have not yet invaded the rural 
areas. They generally operate in the district and subdivisional head- 
quarters and lend money to mill-hands, and other wage-earners as well 
as briefless pleaders and muktears. These money-lenders charge interest 
at annas 2 per rupee x>er month. 

(s) One mahajan of Chandpur (district Tippera) has obtained a 
fleeree for Bs. 400 after waiving rupees 26 lakhs of the original claim, 
on account of 3 macinds Rangoon rice supplied. A former Govern- 
ment officer, while stationed at Madaripur, realised interest to the ex- 
tent of Rs. 48,000 on a principal of Rs, 4,000 lent to zaraindar and 
ultimately released the debtor on a lump payment of Rs. 6,650. 

(an) Some courts reduce the rate of interest in decreeing money 
euits Wt it would be better for the people if "the Hbu’hle High Court 
chlls for a monthly return from the lower courts showing the amount 
of interest claimed by parties and that actually deCfMd by the court. 

(djiii) Yes. Bonds for twice or thrice the aq^nt actually advanc- 
ed is taken at a low rate of interest. If the law makes it incumbent 
on the creditor to make payniefti before the Sub-Registrar, these collu- 
sive tiwnsnctions may be Stopped. 
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“tiriw) By the establishment of grain store locally known si 
“Bharma Gola” to help the raiyats in times of distress or emergmici^: 
Every member of a cooperative society will have to contribate a certaih , 
amount of paddy to the gola to which the society will al«i contribute 
its quota out of its annual prohte. 

(jru) The interest on paddy loans is 50 per cent. 

(iTvi) In some localities, 100 i^r tent, is charged as interest. Sutdt 
loan is payable after harvest and in case of default the interest is added 
to the principal and is thus compounded. In some parts of Fadia, 
many raiyats had to migrate to other places for protection against the 
enforcement of such loans. 

(xvit) Yes. The raiyats have, in some instances'j been reduced to 
the position of slaves to the mahajans. 

(xviii) The raiyats have lost all incentive to better production. The 
rigid enforeenient of debts by the mahajans liave created bitter feel- 
ings against them everywhere. , 
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Mr. Hari Copal Basu, Pleader, Midnapore. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1% (j) (a) Agriculturists in my district (Midnapore), 
generally borrow paddy and, sometimes, money fi-inu tlie local maliajaus 
(money-lenders) for the purpose of carrying on theii' (Miltir ation. 

They, geuerall\% do not execute any bond for the loan. Oases are, 
however, known where to avoid the payment of stamp fees, etc., every 
year an old stamped and registered bond is made use of, iJie repayment 
of the old loan being sometimes not at all endorsed on the l>ack thereof. 
Sometimes endorsements showing partial payments are made. The 
creditors take paificular care that the bonds are not evidently haired 
by limitation. 

The principal amount entered in the bond is generally, more than 
what the agriculturist actuall}* Ikutows, There are some cases where 
the agriculturists execute documents- for a certain quantity of paddy 
or money which they do not take all at once but by instalments, accord- 
ing to tlieir requirements, the aggregate amounts, so taken, .sometimes, 
tall short of the principal amounts secured by -the bonds. 

The creditors Yiowever, keep acenmnts of the quantity of paddy or 
of the sums of money actually lent; As a blatter of fact the agricul- 
turists jyholfy rely upou the honesty of ihe creditors and the correctness 
of their {M:<^Ount papSrs. But these creditors, in some cases, taking 
advantage el their wsition, entirely abuse the trust thus reposed anU 
exact frqte the ^mpre ahd helpless agriculturists much greater amount 
of paddyfhr due. 

” (b) Agficfilhnrists aa'aseldc^ known to borrow any amount to oBeol 

a pea^p^iitJmproyei^ their agricultural holding except to add 
to or.)to)|atruct or repair iheir^tosidential hut, when aeeessaiy'. 

eoui^ money at times, generally for toe pur-- 

Phto bf toe fpd agrierdtom^ Ismds. tosy ^ hr 

«k«ev|iiig Tagrfieied simpe or mortgage bond, TVy "'toiew i l 



|0 cattle from itinerant cattle dealers on credit, and on a|pree^ 

img to pay the unpaid purchase money at rates varying from 

to 75 per cent, per annum. 

(c) In years of failure of crop due to drought or inundation or 
similar calamities, agriculturists generally borrow paddy and sometimes 
money either from their landlords or from the profeuiormt money- 
lenders for the purpose of the payment of rent, etc., and even sometimes 
for the maintenance of their families. Be it said, however, to the 
credit of the landlords and the money-lenders that they do not grudge 
advancing the loans, even without any se<uuity therefor. 

(n) In cases of loans of paddy the advant-e is generally made during 
the first part of the cultivating season, viz., between Asar and Aswin 
and the debts are realised as soon as the ci'op is threshed and gathered, 
viz., in Magh or Falgooii. The annual rate of interest in such cases 
varies from 3 hiris to 8 kuns in the arha^ 10 kiiris making un arha or 
fiom 18f to 50 per cent, per annum. Wliere the repayment in Magh 
or Falgoon is not made, wholly or in part, (‘om})ound interest u charged 
at the said rate on the unpaid balam^e till the final realisation. New, 
simple and, sometimes, mortgage bonds are taken for the loan but 
old bonds with endorsements are also used in several cases. 

Security of standing crop is in a few (‘ases taken. 

Where a loan of cash money is taken the rate of interest charged is 
generally tw^o pice (six jiies) per rupee peranonth or Bs. 37^ per ceui. 
per annum. 

The interests ar% generally payable annually and compound interest 
at the said rate is charged on any unpaid balance. 

It is very difficult to estimate, with any degiee of precision, tlie 
percentage of sei'ured and unsecured loans. If, however, an answer 
must needs be given, I would estimate the pen^eiitage of secured to 
unsecured loans at 1 to 5. 

(iii) Before 1918, the Government granted loans in a very few cases 
and also very sparingly. Since then, till 192(i the grunt of loans 
increased a little. But since 1926 and after the heavy flfK>d w^hicli 
created a havof* in most paits of this district, especially at Contain 
the Government has granted loans to the agriculturists by mai»y 
thousand rupees. 

To my knowledge, advance for agricultural jmrposes is not made 
by the Imperial Bank, nor by any joint stock bank?^, nor l)y iiidigenous 
banks, nor by any bankers or merchants such as are described in the 
question. It is only the professional money-lenders and sometimes the 
iundlords who help the agriculturists with loans and in the way men- 
tioned above, > 

Cooperative banks do sometimes grant loans Bccording to their 
prescribed rules, , ^ ^ i 

(r) The principal defect whicW is prominently noticea%le is the 
high rate of interest charged by the pi^ money-lenierSi; As 

will be seen from the answers given before the other qtieetfons, the 
lenders charge (where the loan is paddy) intc^st at even ‘60 per cent 
for a period of only 4 or 6 months, v 

Another thing equally remarkable is thcf total confidence reposed 

t^be iK^rrower upon the honaity of th^^eraditors, who, if ill disposed, 
liaise astoundingly high amount of inforest 'mnd it becon^es 
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impiieMible for the cultivator to extricate himself fiom the m^hf» of 
the wily creditors who protract the loan though regularly rei»id, even 
to generations. The ifsurious Loans Act very seldom touches cases 
like these unless and until they are brought to the light in the law 
courts. 

The reason of such defect,^ if one were to find it out may be, prin* 
cipally laid at the gate of the colossal ignorance of the generality of 
the agriculturists who are duped by the rapacious lenders in any way 
they like. Co-oMrative societies and banks, where they exist, the 
numbers of whiim is much less than what is necessary, are very often 
not resorted to by the agriculturists on account of their own ignorance 
and may be for the want of the co-operative spirit amongst the 
members. 

One of the reasons why the cultivatois eschew the co-operative 
societies and banks is, I think, that they are not supplied with paddy 
loans during the cultivating seasons of all seasons in the year, during the 
time, they requirad paddy loans veiy badly Ixdh for their own family, con- 
sumption as also for the niainteuance and payment of their laboui^rs. 
In cases, therefore, when they bori-ow cash money, they purchase paddy 
therewith and paddy at this time is sold at a very high rate, so much 
BO, that they get only a half of the quantity of paddy they would have 
got at other noniial times by the conversion. Agriculturists hail now 
with glee paddy loans, if offered even at a great disadvantage to them- 
selves. If the w)-oi)erative societies and banks purchase paddy during 
Magh or Falgoon when the price goes down to the lowest rate and lend 
it to the cultivators during the cultivating season at an easy and small 
rate of interest, there is every chance of retdaiming these unsuBi>ecting 
and illiterate cultivators from the light clutches of these grabbing 
lenders. In my opinion, therefore, grain banks should he established 
at various ceuties within this district. As a remedial measure, I 
sti'ongly suggest the estalrlishment of co-operatiA’e societies in each sulr- 
division of my district, if not in every knot of three or four villages and 
the beneficial purpose of such associations and banks be very intimately 
'brought home to the cultivators by every means possible. I would also 
have, if possible, jmsters in each principal hat (mart), once at least 
duririg the cultivating season declaring the illegality of the demand 
of high rate of interest and making the cultivators realise the great 
risk they run in borrowing from the local professional money-lenders 
and exhorting them to Ixrrrow in cases of necessity from the local or 
neighbouring co-operative societies. I venture to suggest tbah, the co- 
operative banks and societies do so modify the rigidity of their rules 
of course sale^rding the means of realisation as to attract the intending 
borrow'ers anq a|80 that these societies and banks do cause wide disemi- 
nation of helpfiqlness and co-operation by the members, .ipecially by 
those who age at' the helm. The first thing that these co-operative 
societies shqulS attempt 4o do, is to educate these cultivatoia as to the 
utility of thew societies and banlo; They should also create by various 
means a geuuirie interest in these things, not only amongst tbe educated 
feuc, who fiva mostly in ^ and subdivisional towns, but also amon^t 
all the dfiltivators as a class. 

QiimIMhi li <*) Baiyats, in my district, purchase paddy from tha 
loca^ skiers on occasions few and far between, for ibe crop’ they raise 
is very often more than enough for their own family oonsumprion, at 
least for the major part of the year. ^ 
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41 . : paddy is tlie principal crop in my district. Paddy is sold locally i;it 
villages to the agents of the big firms situated at the impoHant 
yllagiss or towns in the district or it is brought to the big haU, golm, 
etc./ and is sold at the araU to the agents of such big firms, ihtt aratdarf 
chargii^ one to two pice in the maund; several rice mills having been 
recently set up in almost all the roadside stations of the Bengal Nagpur 
Bail way, which passes through the district, paddy is generally brought 
and sold to these mill owners direct. 

The amtdars also in many cases purchase paddy from the raiyata 
direct and stock a large quantity of paddy which they sell to Calcutta 
merchants or to the local rice mills. These aratdar» used foiinerly to 
offer yeiy low prices, but since the establishment of a number of such 
arats in all principal markets, there is a healthy competition amongst 
them and, on the average, the prices now offered are almost normal. 
These arotdor* are known to adopt unfair means in the weighment of 
the paddy, moreover the seller has to give about one seer of paddy 
to the koyal (weighinan) at the time of the sale besides other abwahs 
such as hritlis, taharis, etc. 

A raiyat in most cases luns out of his stock before the year’s end, 
nay, even before the cultivating season is well nigh expired. The price 
of paddy reaches into highest level during Asar generally, i.e., when 
the cultivating season is in full swing. Before now, however, in a 
generality of cases no excess paddy over that required for the annual 
family consumption is stored after payment of the several dues includ- 
ing the landlords and the creditors and in case any is so saved it is .sold 
away for other family expenses. the raiyat is, certainly, unable 

to bold up his crop for better price till Asar. 

(n) In my opinion, any undertaking made in that direction will 
be of great benefit and practical value to the cultivators and, I do not 
entertain the least doubt in luy mind, that such centres, if started, will 
be readily and gladly resorted to by the agriculturists. To meet the • 
imperious demands of the exacting professional leiulers, raiyats, very 
often sell paddy for any price, however low' ; and sometimes these lenders 
themselves purchase paddy from the raiyats at almost noniinal price, 
in payment of their ow’ii dues. If the raiyats refuse to sell paddy to 
these lenders, the latter, sometimes, sue the raiyats for the loans given, 
suppressing the payments already made or even manufacturing false 
account papers. In my opinion, therefore, if any sale society is formed 
at the principal places in my district, much of the distress of the rai- 
yats will be’ relieved. 

(tit) None to 'my know'ledge. Although I read in the Beport on the 
Administration of Bengal, 1927-28, that a Central Sak Depot at Clta- 
danga is started, personally speaking, I do not know if it has any 
branch in my district. It is, however, highly desirable that very many 
branches should be formed at different centres within my district. I 
am told that some grain banks have in recent years set up in some 
locality within this district. - ' 

r (a) Big merchants who deal in paddy and rice or are owners of 
rice millstt purchase paddy through their local agents from the raiyats 
at different seasons of the year, sometimes locally in the village, but 
^bre/ often at the principal bat/t, markets, etc. They, generally, offer 
a price a little higher than what the local buyers do, and, as a result, 
fhe cultivators sell their produce to them in preference to the local 
buyers. 
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Banks or bankafa or nwrchants do not ordinarily, give any ad'l^nce 
price. 

Banks or bankers are not known to purabase any paddy for diEport 
trade. 

(vi) (b) In principal haU, markets, etc., in this district, there are 
numerous shops, wheie fancy foreign goods are exposed for sal^ and 
the unthinking raiyats, very often purchase some of these mostly nimsy 
things of luxury with a large portion of the sale price of the crop, they 
have raised with the sweat of their brows. But these mill owners or 
dealers in paddy or ri<-e are not known to directly or indirectly finance 
the import trade in ray district. 

Question 3« (?') In Midna}K>re lands aie principally divided into 

two classes, viz., (i) hala and (2) jai- Kala lands are also called dhosa 
lands (high lands) in the Contai sulidivision and in some pirtions of the 
Tamluk subdivision. 

(1) Kola or dhosa or high lands . — On these Jenla or dhosa lands 
vegetable, jute, sugarcane,, etc., are grown. The value of these lands 
is generally less than that of the jal or paddy lands. 

An acre of' kala land within the northern portion of the Sadar Divi- 
sion can be had for a price varying fiom Rs. 15 to 90, for in a very 
small area of such lands any crop, other than the culinary vegetable, 
can be grown. 

But, in the southern portion of the Sadar Division and also in Contai 
aiul in .some part within the Tamluk subdiyisiou, kala lands (locally 
called dhosa lands) are spld for a greater price, viz*., for a price varying 
from Rs. 150 to Rs. 300. In some of these d/jow-land mat sticks can 
be grown. These mat sticks are sold at a high price. Those kala lands 
were sugai-cane can be grown sell also at a very high price. 

(2) Jal or paddy lands . — The northern portion of Midnapore, 
including a major part of the Jhargram subdivision and some portion 
of the Sadar subdivision, is mostly sandy and rocky and the yield of 
paddy in these parts is very small. So, the value of paddy lands her® 
IS comparatively very small, viz., from Rs. 30 to Rs. 150. 

But, in other parts of this district, the lauds are generally very 
good and fertile and the yield of paddy in most years is very satisfactory. 
8o, within the jurisdiction of thana Sabatig in the Sadar Division, and 
also in Tamluk and Contai subdivisions, the value of paddy, lan^, per 
acre, varies from Rs. 300 to Rs. 2,000. Each highg' of Skhd, here, 
according to the local measurement (viz., 20 x 20 of a pole varying in 
measurement at places from 10' 9" to 11' 9") is ver^- nearly " double 
the area of a bigha of land in the northern part and is almost 2/3rds 
of an English acre. 

(it) Lands, in which paddy can be grown, are sold at a very high 
price. ATo/n lands, in which mat sticks are produced are almost equally 
valualfie. There is no difference to my knowledge in the price of lan& 
in which difierent kinds of paddy can be grown. The quantity of tlri 
produce is what matters most and not the quality. • * 

In assessing the- price of laud per higha, regard is generally 
aprong^i other points to : — ■ ; : ' 

- (1) The length of the rod prevailing in the mouEa with which 

bigha of land is measured. : 



: .|[l^ l*ke productim ^ present state 

■^■'\ of tte land, vi*., whether it is overgroVrai With j^ass, eto,, 

Ui or whether there is a deposit of sand or whether the atfs 

are in a state of repair, etc. 

(3) The existence or otherwise of the protective embankments and 

handlis, etc., to obstruct the ravages of flood. 

(4) The facilities for irrigation in case of drought. 

(5) The costs and the facilities for obtaining local labour. 

(6) The possibilities of obtaining different kinds of crops in the 

different seasons of the year. 

(7) The rent payable tor it and the reputation of the landlord, viz., 

whether he is oppressive or otherwise. , 

(8) The existence or otherwi.se of the hats, markets, etc., for the 

sale of paddy and, also, the distance of su<’h centres of sale. 

(9) Lastly, the availability or otherwise of lands for puichase or in 

other words the question of demand and supply. 

In cases of am tion sales for (Government dues, also in sales in 
execution of civil court deci'ees, the alM)ve considerations are not 
generally taken into account. The situation ofHhe land in a particular 
mouza, the amount of rent payable for it and the reputation of the 
landlord are specially marked. The vjilue in such sales depends very 
largely upon the number of the bidders present. But, where the land 
if sold by private sales, the intending purchasei’s generally consider the 
a^ve^ points in offering th^f-price. 

Question 4. None to mj' knowledge. 

I know of cases where, in former years, the agriculturists mortgaged 
one complete whole or a part of holding in usufructuary form, stipulat- 
ing by the deed that the principal amount of the loan would be paid 
off from the crop received by the mortgagee in possession, the interest 
however being paid by the mortgagor from the crop of his other lands. 
Such a form of mortgage, to my mind, is now forbidden by the present 
law. 

It is also known that pressed by urgent necessity, a raiyat could 
it former years borrow a pretty large sum of money, in (’omi>ari8on 
to the smallness of his holdings given in security, the mortgage money 
being agr^d to be extinguished by the profit arising from the lands, 
during a period extending longer than fifteen years. This cannot, I 
think, be done now under the new Bengal Tenancy Act. 

Besides these there are at present no legal impediments so far as I 
know to the mortgage of lands and agricultural holdings in my dis- 
trict. 

(n) The new Bengal Tenancy Act, having legalised transfers by 
j,the rftiyats of their jotes or parts thereof, under certain conditions, has 
,jt»o doubt raised the credit of the cultivators who can now dispose of 
their holdings or portions thereof at their own pleasure and without 
consulting the landlords. But, it has also its drawbacks. In a majority 

t osses, the relation between the landlord and the tenant is cordial. 

e tenants look upon the landlords as their patrons and consider twice 
^^fore they venture to pick a quarrel them or to be in tbeir bad 
book. The landlords, also, spread their protective wings to save the 



tenants, especially those who are obc^.leflt thesft, fron® 4iffica^ee. 
As a resnlt, before the introduction of the hew Act, when the 
were constrained to dispoM of their holdings in whole or in pai^ the 
landlords, at the intercession of the tenants, did not g^dge of* irefuee 
to recognise the transferee, on receipt of a very nominal fee, sonretimes 
even without any fees at all. Ifow that the Law Aas made the pay- 
ment of 20 per cent, of the sale price to the landlord as a condition pre- 
cedent to such transfers, this payment of the landlord’s fees is now 
seriously taken into consideration, in offering the value of the land, 
for these fees are to be paid by the transferees. So, to my mind, the 
present law has decreased, in a sense, the value of the tenants’ holdings 
although it may have raised the credit of thi agriculturists. 

(m) The first difficulty that presents itself, according to me, in the 
way of granting long term credit on the security of a small or a 
fragment of a holding is that in spite of all the well-devised safeguards 
being made for the return of the principal money, verj' many cases 
ere, in the nature of the things, bound to occur where the loans cannot 
be realised by any means other than the purchase of the lands given 
in security. So, one can very well conceive that, in the course of a 
few years, the “long teim credit institution” must have in its posses- 
sion a good many number of small and fragmentary holdings. Now, 
these parcels of lands, situated as they must necessarily be, at different 
places, much wide apart, the Institution must, certainly, experience 
great difficulties in managing these fragmentary (holdings properly 
either when such institution will cultivate these lands by its own men 
or when, it will let them out to the tenants for cultivation. It is need- 
less to say, that such institution will, in course of a few years, be 
convei-ted into a great agricultural institution which will not certainly 
be its objective in the beginning. 

Another difficulty that I apprehend is this,. Unless and until the 
cultivators are well educated (and the prospect is, alas, so distant) or, 
at least the importance of co-operative action and self-help is thoi-oughly 
w«ll grounded in their minds — a fruit also of ceaseless labours for a 
number of years — these ignorant peasants are likely to take such trans- 
lei's, on long term mortgages, for disposals of their ownership over the 
lands; for these lands then will no longer be available to them for 
raising money, in cases of necessity. As a result, the peasants will 
neglect the preparation of these lands, especially when Jthey are ve^ 
small plots, for cultivations. So, I apprehend, that there may be some 
possibility of the deterioration of the fertility of the sfiil. 

But the question as to the utility of the introduction of land mortgage 
banks for the grant of long term loans to agriculturists does not now 
admit of a division of opinions. These banks have been established with 
marked success, in several parts of the enlightened world and even in 
some provinces of this country. I am, therefore, strongly of opinios 
that iheae minor difficulties must be encountered and overcome, if the 
agriculturists are to be saved from their present appalling poverty and 
also fitim the morass of helplessness they are now plunged in. 

Mention may also be made here that the present Bengal Tenanji^ 
Act discountenances ‘long term credit.” Bepresentaribns may be matte 
to Clbyernment to modify the law in this respect, so far &t l6«^ iuf 
•uoh accredited bunks are concerned. 

(*«) None to my knowled 
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|is|f) (ft) The numberii^. bf t|je dags in the rec^rd-of-rights is very 
sathsiiictaiy. But its value would have been much enhanced if each <laff 
cotdd have been made to comprise of only one plot. On 
amy recbrd<«f>rights, it will be seen that a dag sometimes includes mom 
thim one plot, may be, because of the smallness of the plots. * 

Since the final publication of the record-of-rights, many changes 
have been effected, as to the nature and the right of the tenant’a 
possession, as, ali^ with regai-d to the ownership of the plots and the 
rents payable therefcir. 

The changes, in many cases, have been made by the Settlement 
Officer, subsequent to the final publication, in the exercise of their 
powers, in proceedings under sections 105, 106, etc., of the Bengal 
Tenancy Act. 

Rents have been enhanced, status altered, plots have been trans- 
ferred from one interest to another. These, and very many of such 
similar changes, too many to mention, have been made. Civil Courta 
also in some properly constituted cases (viz., under section 42 of. the 
"Specific Relief Act and in title suits) have passed decrees declaring the 
records to be wrong, both as regards the ownership of the lands and the 
status of the tenants. In suit^ under sections 7, 30, 52 and 158 and 
other sections of the Bengal Tenancy Act, Civil Courts have passed 
decrees which are not in exact correspondence with the record-of-rights. 

Besides these there have been many transfers of ownership both by 
private and publi(; sales, not to speak of the devolution of interest by 
inherijtence, gift and will. 

Th^e changes should always be reported to the Collector who should 
see that the neceSsaiy* corrections are very carefully and punctiliously 
made in the record-<jf-rights, so that these records can ahcays be regarded 
as a safe and sure guide. For non-compliance herewith will afford 
facilities for the inclusion of the wrong and incorre«d day numbers, of 
the misdescriptions of the plots and of the erroneous statements as to 
the status of the tenants in the mortgages to the banks and will thus 
throw wide open the gates of fraud, and will furnish loop holes for 
litigations, involving loss of money, etc., to the bank and its constitu- 
ents. 

(rii) (5) The present procedure for foreclosuie and sale is undoubtedly 
•very cumbrous and tardy, involving much loss of time and unnecessary 
expenses. This is, certainly, capable of much simplifications, sufficient 
scope, at the same time, being afforded to the defaulter mortgagor to 
pay off, if earnestly willing, the decretal amount within a reasonable 
lime. The special procedure adopted for the realisation of the arrears 
of rents, in certain cases, by issue of certificates, under the Public 
Bemands Recovery Act, may very well be applied for the realisation of 
the mortgage dues of the accredited mortgage banks. After the certi- 
ficate has been filed and notice served, as provided for in the Act, a 
short time may be granted, for preferring objections if any, or for the 
deposit of the certificates due. 

Provisions may be made for the speedy disposal of the objections so 
^OUter^. After the disposal of the objections if any, or the expiry of 
idle time so allowed, whichever is the latest, sale proclamation may be 
‘"‘served on the defaulting jote by beaT of drum, and the notice of the 
sele should be published in the local newspaper and an extract tWeof 
should be sent by registered postal service to the defaulter whose 
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ith^ may '-he |ii^.^|i^'to auctiont. sale. 
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«X{Mtnses jj^s till final pAyment at the rat^ of six 

per cent.; fier a^hwBi^;: 

^ The jadgmeilt^ebl^ a fit case he giVen Sherty tollhe-^^ the 

dvii Conrt of setting aside the sale. 

(w^y (c) At the time the mojtl^e. the dap nnmhers of the ?ote 
to w^given iu seoairity, should alone be mentioned/ the same being 
supplied by the •mortgagor; These daffs, and not boundaries, should be 
-quoted 'in the Ciitificate and in the sale proclamation. Upon the con- 
firmation of the sale, a copy each of the sale certificate should be sent 
to th« Begistrar and the Collector for infoirmation and fot completion 
of the^Oords. The Collector should particularly see that these changes 
in the ownership are carefully noted in the reeord-of-rights. 

The registration fees must, of coume, a«d^ cases. 

When the mortgage bond is first presented Ibr regi^ration, the Begistrar 
may not have it copied in extenso in Book Ho. *1 but a memo, of the 
particulars only may be kept; for the teimis of all such bonds will 
necessarily be very iuuc.h alike. Attempts may also be made to reduce 
the surplusages and verbosity ifi the present form of mortgage bond a 
thing pjerhaps necessitated by the minute technicalities of law, j; 

Question 5. {i) Ho. 

(ii) Account papers of big money-lenders are generally submitted 
tti the Income-tax Officers. The information required can therefore be 
best obtained from svich officers. But it is within ordinary experience 
that money-lenders (specially not big) in many cases suppress the sub- 
mission of any account papers or submit incorrect ones to the officers 
mentioned above, in orderito evade the payment of the tax. ' 

The other source, therefore, fi-om which an estimate of the indebted- 
ness of the agriculturists, in a village, can be obtained with some degree 
approaching accuracy is the Pre.sideiit I’anchayet of a village. 

These Panchayets may be requested to supply the information 
required. 

(i.’*) To my mind, the indebtedness of the agriculturists is fast in- 
creasing generally in all villages within my district, due almost to |he 
frequent failure of crops caused by inundations in successive years, and 
also by droughts in some quarters. 

The increase in the cost of living and the adoption of the very many 
costly facilities for the conveniences and comforts of life and, may be, 
some indulgence in luxury the necessary evil of civilisation bring abou^t 
to some extent the indebtedness of the cultivators. 

Very small loans, amounting to a few hundreds only have 
granted under the Land Improvements Loans Act of 1883, Ait^ ^ 
havoc played by the flood in 1926, the distress of my fellow cultivate^ 
kneW/im i^hhds a then the Government have very cottunen^hlll'' 

gj^tea lcHsn by several thousands to the suffering humanity tinder l^e 
Loans Act of 1884. 
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(}>) Eabolis have redmtly ialnadiikl vrtia. into p^rts 

of ihis district and have tntrodneed thoir M lend^ 

htoney to the neoessitOns villaffers at ita dbrpllil? h'l^Wite joC Mtoi'ost. 

’ They lend money sottietitoes withoufan^ djM^UOMidhr itoitti them 
have firot printed handnote forms in £Shirlisii|, # wis id^ 'tt]^|||b<^ book, ajod, 
when a villager borrows money tney }iu thnmb iiiof>i|f»ion on the 
blank form and get it fi^ed in by the Kabuli’s owh tnonhrrir; sdme* 
times afterwards and behittd the back of , the borrovrer. In some cases, 
they caucie an entry of a bigger sum to be m«# than irhat is actuallv 
borrowed. Their rate of interest usually is two antias per rupee per nv>ntn 
or Rs. 150 per cent, per annum. At the time of harvesting, or in the 
month of Falgoon or (Ihaitia, a |iart.y of these Kuliulis, coiisisting of *3 
or 4 men, armed with big latlug and accompataied by their Bengali 
mobarrir, go to the debloi’s house and realise their dues hy show of 
force and, it is heard, by threat to imsult the debtor and even bis' female 
folks. 

These Kabulis seldom come to court. Where, however, the debtor 
manages to elude them, they use him in court; and the oimrt seeihg the 
thumb impression, generally decrees the suit. In the case, where a 
debtor files a written statement, denying the taking of the wh«de amount 
of loan entered in the liandnote, the onus of proving that the amount 
actually borrowed is less tlian what is shown in the handnote, being 
on the debtor, he generally fails to prove it «>r to satisfy the court as 
to tile trath of his allegations and, as a result, the suit is decreed against 
him, though the amount of interest is much' reducetl and generally made 
at the rate of 37 J per cent. pei\annum,^ 

( r) To quote an instance out <if many hiindreds, I iieg to state that 
a case has recently been disposed of in the court of the Third Suiiordi- 
nate Judge, Midnajxne, and this ease offers an ordinary jiattern of the 
claim of liigh late of interest. One, Fpendranath Pahary has sued 
against (lodadhar Pahary and others, ujxm a mortgage, by conditional 
sale (I'of 1iohl(t) tlie luuabei of the suit i>cing Mortgage suit No. 154 of 
1928. The principal amount in this case was only the paltry sum of 
Rs. 15 and the claim jmt foiward before the court was Its, 9,450-2-10, 
The date of loan was the I5th Ilaisak, 1320 (liengali year), and the 
rate of interest was one anna j>er rupee per month with compound 
inteiest at quarteily rests. 

(>ri) The Insurious Loans Act is not generally availed of in the 
villages of my district. For as a matter of fact in a .small proportion 
of cMes. the parties come to coui-t at all in nine cases out of fen; the 
creditor realises his dues including liis high interest amicably, and in 
the locality. 

The borrower «ioes not dare incur the displeasure of his creditor 
first, becau.se the former knows full well that he has very often to seek 
the latter’s help hy way of the grant of loan in cases of necessity, which 
unfortunately occui-s so frequently; and, secondly, liecause ’ of the 
fact, that if any suit is instituted upon the’loan, the debtor has to bear 
the litigation expenses including court-fees, pleader’s fees, etc,, whiub 
are not in any way small, and which exceeds in many cases the cre- 
ditor’s illegal demand of high rate of interest. Thus a prudent debtor 
tries his level Iwst to pull well with his c reditor and every often pays 
l^vy rate of interest, although he knows that the creditor cannot get 
the interest demanded, if there is a litigation over the transaction. 
Add to this, the generabty of the agriculturists is deplorably ignorant 



Jdid illitemte ike pip of tke cusiaing and ski^wd inosg^ 

lenders. In niy bnmble^^ o tJenriotts I^mws ArA 

mended matters in any perceptible degree and ike unfortunate agrioni* 
turistfi : are. as helpless aa ever. ^ 

The remedy lies to my mind principally in educating tkif class of 
men. Any one who has any experience of this eultiimtiug class,' must 
have been painfully struck at the awful ign^ia^e,^^ our peasmits. 
There are several villages in which there is not one rih^rlo itoan who can 
scrawl out his name, even with difficulty. It is sometimes complained 
and with much truth, that co-operative societies cannot be started in 
several villages for Want of a literate raan|to act as the secretary 
thereof. 

Conservativeness* born of ignorance is the . principal characteristic 
of our peasants. Instances are known where the proposals for the intm- 
ductioU of the beneficial irtnov’ations are rejected by them with pix)voca- 
tive indifference and even with suspicion. The practical difficulty which 
one experiences in his dealinj^s with these men is their stupendom* 
ignorance and the hard crust of conservatism. I am more firmly 
convinced; with my growing experience, that jhe broad-casting of edu- 
cation, at an extensive scale, -is the only. ‘open sesame’ to amelioration 
of the condition of this class of men who drag on their miserable lives 
thi*ough abject penury and sheer want. But I am very painfully aware 
of the fact that educating this enormous class of men is too large a draft 
upon ptir^ preiieut resources to be adequately met, and is almost an 
impossibifity. I, "therefore, beg humbly to suggest, as I have already 
said in answer to the other questions, that the salutary provisions of 
the Act he very largely made known to the cultivators by all means 
possible. One of the means, humbly suggested, is the publication of 
the pith nf t^e Act in the easy veraacular language in the principal 
(latt. jQne or two itinerant lectures, preferaWy honorary, should be 
emplo'yed to lecture rpund the^yillages informing the cjultivator of the 
essential provisions o Ahe law. ' Our educated men mostly ai^e deplorably 
apathetic towards the edification of the cultivators. To my mind much 
good will accrue if the interest of such educated men can Be evoked in 
such juatters. 

(riit None whatsoever. But in cases of unsecUi-ed loans, courts her© 
generally allow interest at the rate of six pies per rupee per month. 

{iriil) To all intents and purposes, the Usurious Lo|.ns Act is almost^ 
a dead lew in the niufassal and, so the fraudulent course mentioned htt 
the question to evade the provisions of the law, is not usually resorted 
to professional money-lenders also, sometimes, take bonds for larger 
amount than what is actually lent. *'■ 

{Hv) I l)eg to suggest that a very large niimber of grain banks, may 
be established at different centres throughout the entire length aha. 
breadth of this district, and that these banks do purchase paddy and 
seeds when they are sold at the lowest price, and that these banks do 
grant loans of paddy and Seeds to the agriculturists at a low rate of 
interest. 

Arrangements may also be made for the deputation of a man of tibo 
bank with orders to realise the dues of the bank 'at the time when tho 
Oew qrop is threshed and gathered and is about to be stoi^d' 

i*v) Three l«m to eight kuri« in the Arab or 18f to 50 per cent, 
for a period of four or five months. > 
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^iim) Paddy loans ar^, generally, granted daring ^e peri{}d l»twean 
jlai^ ind^^^, Tte interest ckaiged Taries from 3 kuris to 8 kwris, 

Xiid pMinci|>al and the interest is payable in Magb or Falgoon when 
tbeipaddy is threshed and gathered. The creditors or their men go to 
the debtors’ houaes^whett they get the information that the debtors will 
thresh the paddy &>^d they make the debtors pay their dues in full. 
If the debtor, for any ,reaMn, is unable to pay back the- debt in full, 
the creditor chaigas oqnyKmnd interest at the original rate upon the 
unpaid balance. 

In sonie cases the creditor, at the time of realisation, uses a, little 
bigger measure of paddy than that with which the loan is given. The 
hoydl (the man who mMsures the paddy) gets some remuneration (gene- 
rally one to two seers of paddy in the niauiid) for his labour both at the 
time of the grant of the loan as also of the realisation. 

{xmi) I know of some villages where the l>est culturalde lauds have 
all been acquired by the inon.*yd3ndeis to m Ihuii the raiyuts were con- 
strained to transfer them, much against the latter’s will, hut only for 
the iiquidatioii of the debts and the interests which swelled in course 
of time to enormous proportion. I am, certainly, of opinion, that 
many raiyats are being converted to their tenants at will of the money- 
lenders, simply on account of the raiyat’s inability to pay hack the 
debts borrowed iu times of distress. 

(xviit) Not necessarily. For such persons, generally, hold the lands 
as hnaff chof^S, under the creurtor purchaser's, and agree to. 
of the crop grown to the owners. In some places howpver fhe owner 
takes nine-sixteenths of the paddy grown and gives seven-sixteenth share 
to the cultivator for his labour. The fjftaff chans in such cases know 
full well that their profits depend entirely upon the outturn and the 
more they can grow the ihore will he their gain. 8o>. they do not 
generally neglect to cultivate the lands properly. 

Quostion 6B, (() Those villager's of ’my district who are not agrt- 

cqltur-ists obtain loans from the professional riiuhajans and the co- 
operative credit societies. Those who live in towns borrow money 
from the juofessional mahajuns .iiul the urban c(t-operative credit 
society. The Kabulis also lend rnouc'y to the day-labourers, fisheirneti, 
etc. The service-holders Ikmiow money from those ahovementioned 
sources as also from the provident fund society, where there is any; 
those, amongst tjiern, who have fiisui-ed their lives, borrow money from 
the insurance company also. There is a loan company at tha t'ornluk 
town, floated by some local pleaders, they lend money to the local men 
and sometimes to the agriculturists alstr upon taking sufficient security 
fof the repayment of the money. 

, .(*t) When the day-labourers and the service-holders fall ill and 
Jmmot follow their ordinary voc.ation, they are obliged to borrow money 
to maintain their family and also for the medical treatment of theni^ 
selves and of their family members. They very often borrow money to 
defray the expenses of the marriage ceremonies the sradh and various 
other ceremonies. In some such cases unfortunately they imprudently 
spend far more than their means would allow, very often at the impor- 
tunity of the local mwmbhiV and panchayets. They are also known to 
contract debts for the purchase of or the Repairs to their residential huts 
pr houses. As regards the small traders; over and above for the purpose 
hhdyementioned they also borrow poney to carry on their ti'ade. 
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1|?h« rate of intercBt cliar|pfed hy the Kabvlis and aJbo by tlMi 

KW«r gpiiF on bandnotes is two annas per rupee per nipjntl^^ a^ 
tbfse men lend money, without any dooument, they sometimes t^aiige 
more. In tsonsequence of the establishment of the Railway Worfcshopi 
at Kharg'pur, whioh is a very important Railway junction^ the humbet 
of the Anglo-Indians and the mill hands, mostly up^ujitrymeni 
employed by the_. Bengal-Ifagpur Railway is eSmost legion, ThesOr 
Marwaris and Rowtcw have regularly set up here a trade in lending 
money to the work-hands and they charge astoundingly high rate of 
interest.'"'- 

Fishermen and other small vendotrs of baaar articles borrow money 
at the rate of interest locally called the chota swlh. In dhota sudh 
transactions, the debtor pays at the rate of one pice per day per, rupee 
in oVening for every rupee borrowed and the principal and the- interest 
aie paid off in this way at the expiration of two months pnd ^twelve 
days— thus the interest is nearly one anna and six pies per rupee per 
month. Where money is borrowed on the pledge of ornaments, the 
interest charged generally iS one pice per i-upee per month. But some- 
times where silver ornaments ure pawned the interest claimed is little 
higher and is Rs. 2 per cent, per month. 

For secured debts, the interest charged vaiies from twelve annas 
to tii^ rupees per cent, per month. The substantiality of the securit' 
and the creditability of the contrncting party governs the amount Of 
interest claimed. 

,, '{ni) As far as I know, the Government has hitherto rendered no 
direct- help to the innumerable class of men mentioned in thj6 question. 
Nor ; have the joint stock banks, nor the indigenous hunks, done any- 
thmg iu the matter. The co-operative bajiks have, however, materially 
assisted theni in tlmir difficulties by lending them money at a small* 
interest and oflering them tlie opportunity of paying the debt off by 
easy instalments, , - 

Coming next to the question of affording them better facilities for 
tiding over the financial difficulties I fear I'may be guilty of digreswbu 
if I mention that the middle class p;entlemen (bhadrdloks) are the most 
suffereis in these days of open educational codipetition. Our young 
'men at a great sacrifice of their personal health and also of the fortune 
of their parents, find themselves quite at sea, when they graduate them- 
sejyes from the university. All avenues of income are crowded to 
.suffocation and the tindition of the famil 5 ' and of the bygone-'days 
deter them from adopting anv mean and hu];pble oc^hpation. In despe* 
ration they enter the I/aw College and after pa-ssing successfully through 
the hard oi'deal they join the bar, there to vegetate all the life 
An occasional visit to any bar library will convince any dne t^t, 
with the exception of a few favourites of fortune mo|i« ol^^r ^iu|g 
men endowed by nature with intelligence of no mMte ' .of^r, 
though not unwilling to work, the be.st ^iv lires in 

iiiactiioii and idle conversation. The medical profession alfo p#fn» 
these educated youths no better prospect. As for the En^^iheering 
Xbspairimdhf? njnirt from the possession of an exceptionally nobust «kbS 
etitution which a few jroungmen have the number of the seats in the 
college is very limited and only a lew are fortunate enoug%|^ 
admisidoA. M ^ the less said the better idirii gg lM 

and the jk^stlp to seo^ a elerk carrying a very modmate incoii^ 

Is dei^ mekenii^^^ Em- the post of a clerk on Rs.' a^^ 
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W w a exaggeratiou, that a thoui^nd applications* 

may be jpecfive^ luany of such applicants possessing educational qualifir ^^ 
cation of the highest standard. So our young men on the eompletioti 
of their education are driven from post to pillar and pillar to post in 
their efforts to obtain an honourable living. Indeed, the problem of un- 
employment of the bhadmlok youth stares us hard in the face and is 
*too k to be solvfgd. The note of alanu has been at times raised 
both from the press and the platform but, so far the question has eluded 
satisfactory solution* 

"As one of the means to lelieve a portion of the middle class gentle- 
men, from ^their financial difficulties, brought on by the uneiuplo;s- 
ment of themselvjes and their sons, I beg humbly to suggest that, if 
it were. .possible^ and if funds could be found, agricultural lands maj be 
acquired and some bighas of such lands may be given iiulividiuilly, or 
to thn smj|ll bands of such men, previously well trained in the most 
up-to-date method of scientifi(‘ agricultuie. They may also be provided 
with reasonable loans for the purchavse of approved s(vientific implements 
and for a small capital to start a farm with. The purchase money of 
the lands so given to them and the loans advanced with small interest 
may be repaid by them in easy instalments. They should be well 
taught in self-help and in joint and co-operative action and should be 
strictly enjoined to adopt the method of cultivation tried and approyed 
by the expert with (ioveriiment Agricultural Department. , This procfe- 
dure will produce another lieneficial result, though indirectly, U|K)n the 
agri(‘ultural community as a whole, livery ^ one, who had occasion, to 
deab Avitb "d!pr cultivators ami who pyt>bosed the introduction of 

u iiew aifd 9 i^i€ntific method of agriculture to tliem, must bate fOc^ived 
; answer fVoni them of this pattern.: up to* the ^ 

fourteenth generation cultivaten in thiis fashion and we must, on tio 
account, (‘hange it.^’ These men, therefore, require visible demonstra- 
tion of the efficacy of (dlltivation in the scientific ^method. And thin 
pliysical demonstratiaii will be afforded by the eultivation in the way 
suggested. And, as a result, I feel absolutely no doubt that there wulf 
soOn be happy regeneration in the cultivation of our lands w’hich are 
80 pre-eminently fitted by Nature for agriculture, and, w'e shall thus 
be aide to grow' two blades of corn where there was formerly one— a 
thing which other countries in the world have ac('omplished wdtli marked 
success and thus shall we drive the wolf from our doors. 

Along wdth this, or separately, funds may also be lent to those 
men for siqall home industries, every means being previously adopted 
for the safe returii of the of loan with a small interest thereon 

by long instalments. ^ 

indebtedness of these njen are certainly increasing. 

. .... ' 

Tninsli^ioii of thf to tho Qiiootiofinairo givon in Bongall b]r 

Or. iorot KiHnor Rosil«M.L.C.> of Oighoimthi (distriet RoJslMhO* 

R«t I. — Agricultural Crodit and Credit Facilities for Small Indimtries.. 

. r. J||ll0Ol0||:»|t. . (») Where thw are no other kinds of banks, the’ 
s^rioultuii^ obtain finance from the local snoney-lendere. 

^ fixedl rate of intei^Bt but small loans generally hear 

Be. 1 to E«. 4-11 per cent, per month. Trore ir- 
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mo fixed period of repayment, although a stipulation lor repayment 
within a period not exceeding one year ordinarily appeara in all 
simple bonds. Le^l action is taken if the loan is not repaid within 
the stipulated x>otiod. Loans are usually advanced on the security of 
tenures or occupancy or rent>free^ holdings, as also on the pledge of 
ornaments. Sometimes the security of standing crops is also taken, 
<»5 per cent, of the loans advanced by the Ip^l money-lenders are 
musecured, whereas in some private banks the percentage of suob loans 
would be about 15 per cent. 

Qinstion 2> (i) The agriculturist sells bis agrictijykur^ produce in 
the nearest haf- or mart and sometimes to purchasers' at his hou.se. It 
is not possible for him to hold up bis crops for a bei^i^ price as he is 
tiever in affluence. „ 

(it) It has great possibilities in the future. 

(m) No such society is in operation in our locality. 

(vi) In trade centres, where the number of dealers is large and 
sleniand of agricultural produce is considerable, the aigriculturist soine- 
times gets more than the market price for his crop, but at places whei e 
« big company or a mahajandias monopolised trade, the grower hardly 
gets the full value for his produce. 

(rii) This is due to both the causes. 

(viii) Money is at present remitted by means of postal insurance, 
jhundi» or peons. 

(ix) Remittance by bearers is open to considenible risk. 

(j") There is very little use of such documents in our locality. ' 

(xii) Two kinds of huvdis are’in vfjgiie, viz., darshani and mudduH. 
Danhani hundt is payable on the day following that of presentation 
■and mvdd'tli is to be paid within a fixed period. 

QlMStion 3> (i) The price varies from Rs. 75 to Rs. 300 per at-re 
4it!cording to the quality of land. 

(it) (a) Such cases are rare as thei'e is very little khas mahal land 
111 this area. 

(h) About Rs. 50 to Rs. 200 per acre. 

Question 4. (i) Not now. 

(ii) The credit of the agriculturists has no doubt increased but this 
•might lead to free and frequent transfer of agricultural holdings. 

(Hi) No such special organisation. 

Quostion 8. (f» Yes, these are the principal puriMses for which 
debts are incurred. With the decay of cottage industries, the aigricul* 
iuria# has no subsidiary occupation and has to depend absolutely on 
agricultural income. On the other hand, being improvident by habit 
and having no education, he is prone to be extravagant whenever he 
is in funds. Thus, every day finds him more and more involved in debts. 

(v) Tjoans are taken from the different local credit institutions a 9 
well as private money-lenders wherever money can be had easily. 

(vi) See reply to (ir) above. 

^ (t» Yes, with the approach of winter, Kabulis appear in iheae parts 
with warm wrappers, etc., Avhich the.v invariably sell on credit to tho 
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nupal people at a price considerably higher than the market value. 
They take down the name, address, etc., of each purchaser as also the 
description and price of cloth, in their own books, and disappear for 
the time being. A few months later, thev come back and begin their 
collection campaign with singular high-handedness characteristic of 
these people. Hawkers also bring aluminium wares, glass bangles, and 
other trinkets which they either sell for cash at an abnormally high 
|»rice to the rural womenfolk or barter them for paddv. None of thes^ 
itineiaut dealers are found to do any nioneydenmnjg ousiness. 

(.rh) The courts usually ignore the stipulations in the bond and 
award rates of Werest according to their discretion. 

(xiji) No su«;h'pra(>tice is in vogue in these parts. 

(^r) By the establishment of seed farms at selected centres. 

(^•r) The rate of interest on paddy loans for seed purposes is 100 
j^T cent, and that for maintenance is 50 per cent, both repayable in 
six months. 

(wrti) Yes, particularly in view of the amended Bengal Tenancy 
Act, which has made occupancy holdings transfeiuble now. 

(xvtti) That is so, as the jigricultivist will get depressed day by day 
and cease to take an 3 ’ interest |n^tbe impioveinent of production. * 

h 

Question 6. These industiies aie generally in the hands of the 
hhaJralofj class wlio may or may not he farmers themselves. They‘ 
obtain finance for their industries from the loitil banks at a very high 
rate of interest. This swallows uj* the small margin of i)rofit derived 
frotn their business and in most cases leads to failure. Such industries 
may thrive if money can I e advanced at a veiv low r-ite ot interest. 

The agri< ulturist inav take to silk rearing; cotton and jtite spining 
and weaving, blanket-making, mat-making, etc., as subsidiary vocation 
provided he gets the initial assistanre in cash and raw materials at a 
reasonable rate of interest. There must be some local organisation for 
the marketing oi the finished articles at trade centres.^ It is also desiittble 
to have a community of interest between the agriculturist and the 
hhadraloqs in each locality .so that these cottage industries may catch 
on and prosper. To secure these conditions cheap finance will have to 
be provided for. 

Quwtion 6B> (i) They hoirow on their personal credit on pronotes, 

bonds or mortgage of property. 

(ii) Jjoans are generall.v taken for purposes of maintenance, trade, 
social and religious ceremonies, etc. The rate of interest varies 
according to the status of the borrower from 2 to 3 pice per rupee per 
month. There i« no sharp difference between the rate.s of interest on 
secured and unsecured loans. 

Owing to the want of any subsidiary occupation their indebted- 
ness is on the increase. 

(i) The establishment of co-operative societies has had 
4he*aff(kt of bringing down the local rate of interest hut at the saitie 
eheap and easy credit has encouraged unnecessary borrowing. 


53 
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Part It.— Indigenous Banking. 

Question 2. In fornmr times, the indigenous bankers used to supply 
raw materials for cottage industries, and take over the finished 
products, over and alwve money-lending. The value of business 
done in agricultural and industrial produce was considerable and cash 
loans were of secondarj' importance. Both the parties were better off 
but with the decline of cottage industries and the consequent depletion 
of the resources of the agriculturists, money-lending has become the 
principal feature of the mahajan’s business. 

Question 7. (i) to (r) There is a strong pregudjpe against the 
innhaians on account of the high rate of interest charged by them. But 
considering the risk run by them,' in dealing with the soipewhat 
insolvent agriculturist as also the timely service rendered by them on 
emergencies, the rate of interest charged by them cannot be regarded 
as unfair or usuriou.s. The increase in the rate of- interest is due, to 
the pi-esent state of helplessness to which t,he agriculturist has been 
driven by the loss of all subsidiai-y occupations. 

(ii) No. The courts totally disregard the terms of contract between 
the parties while fixing th® of interest in their decrees in money 
suits but it niay be noted here that the Imperial Bank and other joint- 
stock banks .seldom fail, to obtain a f\ill decree in their favour from 
these very courts which allow even compound interest where such 
stipulation exists in the bonds. 

Question 10. This has been due to both the causes. 


142. 

Mr. Kaiiprasanna Saha, Pleader, Maida. 

Part I. — Agricultural Credit and Credit Facilities for Small Industries. 

Question 1, (?) For expenses during cultivation most of the agri- 

culturists approach the money-lender of the village and tlie adhidar 
goes to his landlord. Adhidar is one who cultivates the land for the 
proprietor and gets half share of the crops raised by him. They also 
get money in some places from the co-operative rural societies. But 
most of tlie loans are financed by the village monej’-Iender for any of 
the purposes mentioned already. 

(??) Rates of interest vary from 1 pice to 4 pice per j-upee per month. 
Loans are taken at the time when crops are to be grown and repaid 
usually at the time when th.e (wops are gathered in. Excepting stand- 
ing, crops no actual security is given. The cultivator sometimes nas 
, to pay a proportionate amount of paddy as interest for each rupee 
lent. Sometimes both, principal and interest, are paid in kind (paddy) 
in abnormal rates. 

Seventy-five per cent, of the agricultural loans are unsecured and 
only twenty-five per cent, of the 'loans are secured. 

Government grants a small portion of ag^cultural expenses 
during :^ear8 of excessive distress. A small portion of agriculturhl 
capi^ is also supplied by -co-operative societies here. The ma^ 
portion is financed oy the indigenous banker and village money-lender. 
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r ^v) There is practically no co-ordination among the various credit 
agencies. There should be co-ordination between them with regard to 
easy agricultural finances. 

(r) There is no system at all as regard.s the financing of agriculture. 
The attempts made by Co-operative Department are too inadetpiate. 

QUOStiOfl 2. (J) As soon as the crops are gathered in, the merchants 

and businessmen come to the villages and buy them direct from the 
gg'owers. They take them to the hats and gunjas either by cart or boat. 

The raiyats are unable to hold tip their ('rop for a Iretter price as they 
are in urgent need of money to pay up their debts and also because 
they have no surplus monejf to depend upon. 

(m) Co-operative sale societies can very 'veil oust the middlemen 
and market the produce directly but they will l>e useless if there bo 
no central society in touch with Calcutta market. 

(Hi) There ape no co-operative sale societies in Mtilda. 

(viii) and {i.r) Checpies, po.stal money-orders and hundis are the 
instruments available for internal remittances, llemittances through 
Govemiuent treasuries is a privilege exclusively enjoyed by the co- 
operative banks. This system of remittances; sh'iuld ho thrown open to 
the public. Postal money-orders should lie more speedily executed. 

Question 3, (i) Rupees 90 — Rs. dOO per acre for paddy; Rs. 250 — 

Rs. 2,500 per acre for mulheiTy; Rs. 90 — Rs. !f00 per acre for jute; 
Rs. 125 — Rs. 350 per acre for pulses. 

Question 5« (iv) Debts are contracted mainly for social' and agri- 
cultural purposes, stich as paying rents, buying cattle, seed manure 
and agricultural iinplemente 

(r) This debt is largely due to the village money-lender and the 
indigenous hanker and to a small extent to the co-operative societies 
and Government. 

(vi) Indebtedness is gradually on the increase among the raiyats. 

(iviv) Seed supplying societies can adeciuattdy solve the problem. 
They can also stock surplus paddy in a co-operative warehouse for 
years of scarcity. 

(tv) Prevalent rate of interest of paddy loan varies from 10 seers to 
40 seers in a maund of paddy. 

Question 7. (vi) Financial conces.sions, by way of extension ot 
special exemption from income-tax to genuine co-cperative societies, 
reduction of fees on money remitted ihjough ijost offices and the like, 
should be granted to stimulate the growth of co-operative movement. 

Question 7A. (i) Central co-operative banks should not take up 
such business now. There is much work to be done through the rural 
societies. 

(u) Section 32 of the Act may be a bit lelaxed in order to give 
greater facilities for investment, ^ 

(Hi) For the . present such policy cannot be advocated. Let the co- 
operative hanks nave a firm root in the country now. 

(ir) Excepting receiving deposits they do not help each other here. 



(v) The Malda Ceatval -C<K(p8rative 'Ba&k ie ^revidin^ «uch lacilities 
'to puHiic here^ at .lHaldai. ;Much xemittanoc «rork ^is done by thia 
bank now. They do it by drawing cheque on the Imperial Bank 
and the Provincial Co-operative Bank. 

QlijWt ioii 7B. (t) j>ue tooths spread of co-operative movement hare, 
the rate of interest charged by the village raoneydenders on secured 
loans, 'has gone down in many villages where there are such societies. 
The interests charged on unsecured loans have not gone down. This 
is due to the fact that peoiile who have no security to offer, against 
their loans are not accommodated by the co-operative societies here, 
-and they are ultimately thrown back on the mercy of the village 
money-lender. 

(ii) There h^ been no replacing of professional money-lenders by 
oo-operative societies. 

(Hi) The obstacles in “^the - way of co-operation are lack of education, 
shortage of inspecting staff, adoption of mechanical methods, parti- 
ality in the managers and directors and occasional dishonesty. In 
^general the complaints made about the rate of progress are not 
■Justified because progress in the beginning must be always slow. 


Part lAt— Loan Offices and Joint Stock Banks in the Mufassai. 

Dinstion 1i (a) 'Malda Banking Co., Ltd., is the only flourishing 
joint stock bank here. There is another named Lakshmi Bhander 
Bank Ltd., which is in a moribund condition and also another named 
OlmuahUry'fl 'Bank, Ltd., which has been started very recently. 

(b) There is one joint stock bank named Sankar Bati Bell-raetal 
Bank at Nawabganj Chouki of this district. 

DdastHRl'S. Details of Malda Banking Co., Ltd., are given below 



Rs. 

Paid-up capital 

50,000 

Reserve fund 

29,000 

Short term deposit 

.52,439 

2 years’ deposit 

43,62a 

10 yewib’ deposit 

3,000 


’Question 8. (t) Current deposit 4§ per cent, per annum; 2 years’ 
deposit 9 per cent, per annum; 1 year’s deposit 74 per cent, per annum; 
tfi months’ deposit 6 per cent. |)er annum; 3 moils’ deposit 4^ per oeui. 
yvr annum. 

(ii) Ten years is the longest period of deposits. , 

^QpMlflOli d* (a) Postal cash certificates Es. 2,250 ; 5 per cent. Gov- 
ernment securities Bs. 3,000. Fixed deposit for one year— -Bangpi^r 
tiban CMBiiee ]^. '^250; Jamalpur Loan Office Bs. 2,0^; Malda Oo- 
^erative Bank Bs, 10,500; Ulipur xfiank, 'Ltd., 'Bs. 

(h) Loans ag^^t immovable propertie»-4B8. 2, flit, 780. 



i(4) cm personal l,TT8^298i. ; 

lewt&jdiy — Bb. 1,485. , 

. :m m ' /■ 

®» i'^y tJw Ibalts are sWrt term — period for repay^uienf' 
mages from oiie montii to one year. No case of lon^ terra loanii fo 
fiaanee industries. Debtors are irregular and drag down their debts 
for a long time. Bate of interest ranges from 12 per cent, to 24 per' 
cent, per annum. 

(n) Compound interest is charged with six monthly yearly rests 
on those rates of interest. 

(ill) No interest is deducted at the time of granting of the loans. 

(it?) Loans are given for a fixed period. Overdue loans are realised 
by civil suits, if not realised amicably. 

Question 6, (t) Only those agriculturists who have good assets 

f et accommodation in these institutions. Persons having no credit 
o not get any help. 

(it) They cannot .serve the interest of the agriculturists better than 
other agencies. 

Question 7. (i) Any business other than banking is not taken up. 

(ii) No such work has yet been taken up by any of the joint stock 
banks here gt Malda. 

Question 8, (H) l^st year, i.e., in 1928, 15 per cent, dividend was 
given. In the preceding tniMse years, i.e., 1927, 1926, 1925, lO i)er cent, 
dividend was given. In 1924, the dividend paid, was 20 per cent. 

Question 9. (/) Theie is no double entry system of keeping accounts 

in these banks. A cash book having printed coluran.s containing ditfer- 
ent kinds of heads showing vario\is classes of receipts and expenditure 
is issued. Ledgers of different kinds are kept and abstracts of cash 
lyooks are also maintained. 

(ii) There should be a uniform system of accounting and balance 
sheets. The Government of India should make it compulsory on the 
part of Indian joint stock banks to publish monthly statements of 
business. 

QuwtiOlt lOt Such banks should be federated into a central bank- 
ing institution. 

Question ff. If various banks of this type are started in different 
locsdities of this district (at least one per each police-station if not 
more), then trade and agriculture may be better financed. 

Quesfton 12. There has not been a single case of bank failure in 
this district up till now. 

Part II. — Indigenous Banking. 

Questions 1 and 2. Their main business in this district is to lend 
money. They supply capital in small doses and protect the raiyats 
from rhe rapacious hands of the landlords. They issue hundis and re- 
discount hundis jn a small scale. The case of financing mdustiia] 
trade and trader# ‘is also done by them here. Some of them wceive 
deposits also. 
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They assist the real agriculturists. ' lie eo*operative 8(M:ieties lend 
money only on securities here. The poor agriculturists are, therefore, 
not helped by them. Most „of the unsecured loans are financed by 
them. They, are still now doing substantial work here. The major 
part ^ capital for agriculture is supplied by tbem,^ The Marwaris 
n6re finance tne local silk industries wnolly. Co-operative Deparliuent 
is doing practically nothing to finance the silk industry of this district. 

Question 3i (c) Their expenses, when compared with that of a joint 
'Stock bank, seem to be vary small. They can manage their business 
at a very small cost and, moreover, their standard of living is verj'’ 
poor and falls below the average standard. 

(d) Their relations between themselves are not antagonistic. They 
generally acooinmodate each other. They are not very well disposed 
towards the local joint stock banks and co-operative banks and they 
•do not generally keep their deposits with them in laige amounts. 

Question 5, (i) Indigenous bankers allow cash credits on prospec- 

tive mortgages. It is called here mortgage “karbarnaina.” Thfe 
money is taken on hand notes which seive the purpose of pass books. 

(h) In case of stringency of money they take their loans from other 
rich persons. This is the practice here. 

(m) Six per cent, per annum is the general rate of interest on 
deposits. 

Question 7. (») There is prejudice against the indigenous bankers 
among the educated people only and not among the masses, who actu- 
ally get help from them. 

(ii) They are not protected by any special law and even the Bankers’ 
Books Evidence Act does not apply to them. 

(iii) The Bankers’ Books Evidence Act can be applied to their 
case. 

^ {iv) and (r) Some of the Indian bankers’ motive is not a laudable 
one. They trade on the misfortune of their clients pampering them 
with fresh loan till they are over head and ears in debt. Most of the 
debtors have to bid farewell to the mortgaged property. 

Quustion 8i (i) and (n) If the indigenous banker does the highei 
duty of a bank by mobilising the money power of the country and pro- 
vide the needed credit for the industries and call for public deposits 
then they w'ould be rendering immense service to the country. He 
fails to perform the elementary duties of a modern banker. 

{iii) No special facilities are needed. It will have a natural adjust- 
ment. We should lay greater stress on joint stock banking system. 
They should he eliminated gradually by the wider extension of 
modem hanking. 

{iv) They will naturally resent it. 

Part 111. — Invastment Habit and Attraction of CaiHtal. 

Quwtim 1. {ii) Looking at the amount of capital per head of pop^u- 
lation in other countries like the United States of America, Germany, 
France,; can very well say that much more oapitiH 

u reijuired .^8 countiy. The present amount of capital working 
in country;^ 



Government savings banks, joint stock banks, and co-operative 
baiiksi are tbe Only institutions which eiK^ourage investment habits in 
this district. The Co-operative Central Bank here by opening '‘Home 
Safe system and provident deposit system, is encouraging savings 

habit among the middle class educated men. Government cash certi- 
ficates are also popular among the middle-class well-to-do men. 

{iv) The general public are not provided with easy aiuV fiicoura^fig 
ways for the investment of their savings. 

(c) Illiteracy is a great bar to such improvement. The Postal sav- 
ings banks should allow the public to withdraw money as many times 
they like in a week. There should be branches of Govenimeni savings 
banks in each village of every district. The interest allowed on s.;ch 
savings might be increased a little. 

(ri) Most uneducated rich men, zamindars, traders and money- 
lenders do not invest their money in any of the ways mentioned al)ove 
in the proportion they ought to do. There are many who keep their 
savings and profits in the shape of gold, inohurs, silver and rupees, 
in their chest for generations to come. Many illiterate persons in the 
villages, even in the towns, keep their earnings in silver rupees in 
earthen handis buried underground. 

Question 2. (/) Postal cash ceriificates are popular only among 

middle class educated men. Rich men also invest in this -way, but only 
in a small proportion. The^ interest allowed on cash certificates is very 
low, and it should be coiivsiderably increased with a view’ to make them 
popular. 

(u) The present interest rates on cash certificates require a consider- 
able revision. 

(in) It affords saving facilities only to the literate section of the 
people in towms and in villages w'here there are savings banks. Their 
number, in proportion to the population of the country, is very small. 
The savings banks should allow its depositors to withdraw’^ money tmee 
every day of the week and thus the existing system should be amended. 

(iv) Only middle class educated people resort to this sort of invest- 
ment in our district. Ordinary day labourers and agriculturists do not 
resort to it. 

{v) Government should open branches of savings l)aiik8 in each 
village of a district and also Government should carry on an ex- 
tensive propaganda in the villages, about its absolute safety and 
economy. The rate of interest at the same time ought to be increased 
a little. 

(%u) The present rate of interest allowed on such investment a]>pear8 
to me not in any way competing wdth other independent institutions. 
These rates are lower than those allow’ed by other institutions. 

QliasticHl 3« (/) There is no facility excepting that offered by the 

postal, authorities. 

(iVi) Ordinaiy illiterate people keep their money in handis buried 
under the earth. There are others w4o spend their money in buying 
things of luxury. Most people of our district go to Dacca to sell 
mangoes and while returaing home they bring with them things of 
luxury such as saris and rings, etc., for themselves and their affectionate 
ones. " Most people of this district spend their profits of the business 
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in drinking w^ie and ijoddy. Others, t&e f6w, wbo are soW, inveat 
ti^ir surplus in many ways. 

Uv) This' is very scarcely done. Agricnlturists in prospmrena yeire 
imrmt tlieir surplin money by purcbasing lands; in some cases spttkd 
tbeir surplus in litigation. 

< IfiMiRMf 4m (i) Yery few people use ebie^es now. This Habit is 
gradually growing among tbe mercantile aiid educated commuMty. 

"(it) THe abolition of stamp duty on cHeimes (as was recotnmended 
by tbe Royal Currency Commission in 1926) Has increased its currency. 
It Has led to economy of currency and has proved to be an appreciable 
step for want in tbe development of banking and Has led to a wide- 
spread change in the economic Habits of a considerable section of the 
people. 

(Hi) Meirantile people and a considerable section of the educated 
people only use cheques, (loverument servants and bank employees 
can be paid by cheques. Criminal and <-ivil court pay orders can be 
paid by cheques from local treasuries. Steps should lie taken to int^- 
duce cheque system in the mufassal districts through the co-operative 
central banks and joint stock banks. 

(n?) It is not practicable to use vernacular script. 

^tmifon S. (») Although we cannot say that banking and invest- 
ment habit in India is of very slow growth, still it will not be an 
exaggeration to say that it is^ not growing in the proportion it ought 
to grow, at this stage, in India. 

(ii) The causes are many. Illiteracy is one of the most important 
causes. The bank failures of 1913 has taken away people’s faith in the 
banks and consequently most jjeople have resorted to hoarding and to 
investing savings in ornaments. Want of successful industrialisation 
is also another very important factor in this respect. 

(Hi) Capital resources as well as banking habits and investment 
habits will certainly increase if industrial developments increase more 
and more. Capital must be led to bare its way to t)rofitable channels 
of investment and these must be helped to 'grow and flourish. So the 
Governmenti must exert its utmost to help the industries of the country 
and also to guide the people to -afe courses in their investment. 

khan iahiii Mauivi Abdot Khalaque, P^ieatter, #an!. 

Pdrt I.— Agrioultural Oradit and Credit Facilities for Small litdiiatriaa. 

QVWticn 1, (i) The agriculturist obtains finances mainly from the 

following souths for purposes noted in the question; — 

(1) Co-operative bank. 

(2) Money-lenders (mabajans). 

(3) Joint stock banks. The joint stock badks very rarely loan btit 

money to actual agriculturists. 



of interesis cb^rge^ is as noted Wo# : — 

(а) Go-operntive bank-^Ati 15 10/16 per cent, per annum for five 

(б) Hcneydenders — The rate varies from 24 per cent, to 75- |ipr 

■ ^nt. per annum, occasionally with compound rate of 
interest. ' 

iV.l?,‘—^3fo iSxed period. 

(c) Joint stock bank— As much as can* be squeezed out, .but very 
rarely below l2’ per cent, per annum in case of big loana 
with proper 8 ecurit 5 ^ . > 

Standing crops are not generally accepted as security. 

I am of opinion that half the total outstanding loans from the agri- 
culturists are secured loans. 

(Hi) (a) Government — When crops fail owing to flood, etc., the 

Government grants agricultural loans. 

(h) Imperial Bank of India — Nil. 

(<•) Joint stock banks — Practically nil. 

(d) Co-operative banks — In the places where co-operative societ-iea 
are established the needy agriculturists may easily get loans. 

(e) Professional inonej^-lenders — They do not practically help the 
agricultural finances, but they help themselves to become rich at the- 
cost of agriculturists. 

(fr) I was in charge of the Feni Central Co-operative Bunk for 
about 10 years. Ddring this time I made certain enquiries as to the 
indebtedness of the people. My impression is that there are certain 
debts under the burden of which ea(rh family is groaning from genera- 
tion to generation, as pointed out by me at page 1 of the book on l*rin- 
ciples and Procedures of Various Savings Deposits (a copy is annexed 
herewith for ready reference). On an average this debt amounts to 
about Rs. 250 per family. Tliere are about 7,200 families in this sub- 
division and so the total capital required to liquidate the debt of the 
agriculturists of this subdivision comes to about Bs, t7,20t) x 250) 
18, (K), 000. About Rs. 2,tK).000 will be required to meet other require- 
ment. For all these purposes about twenty lakhs of rupees will be 
required for this subdivision. This is a utopian idea. Gradual eco- 
nomic advancement may be worked out with a working capital of 
about Rs. 20 lakhs to he loaned out for purposes noted in the question 
at a reasonably moderate rate of interests by the estahlishitieut of a 
land mortgage bank. But even in this case an army of selfless, silent 
workers are needed for carrying out benevolent purposes. 

(v) Agriculturists are geiierally financed by co-operative hank. My 
answer is, therefore, directed to co-operative financing. Under the pre- 
sent system there is _no adequate check, if the loan is not utilized for 
the purposes for which it is granted. Money obtained at the cheap 
rate of interest is easily spent away on marriage and other unproduc- 
tive ceremonies and purposes. The agriculturists do not generally 
understand the principles of thrift and resultant advantages. Thia 
difficulty may easily be tided over if the officers of the Central Bank 
and the departmental officers are really interested in the public welfare 
and keen co-operation Exists between official and ^non-offidal workers 
and communal bias finds no play in such organisationsi The spread of 
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mass education will go a great way towards the solution of this eco- 
nomic problem. 

ivi) There is no co-ordination among the various credit agencies. 
Only the Imperial Bank extends its helping hand fo some banking insti- 
tutions. 

QlidStion 2i (i) At present the luiyats sell their principal crop 
•^^ddy) in the neighbouring market or to a dealer in paddy in the 
"village. ' Price is almost the same. Owing to pressing necessity to pay 
lent of the landlord or to pay their dues to the mabajans or to meet the 
-other necessaries, they cannot hold up their paddy for better price. 
Marriages are also held when the agriculturists are apparently in better 
•condition after the haiwest. All these improvident acts on the part 
■of the raiyats hamper their material and moral advancement. Mass 
■education and missionary work may only gradually solve the problems. 

(w) A central co-operative sale and supply society established at 
each- principal place with branches all over the jurisdiction of the 
flociety may easily bring better price for the growers of the piodncc. 
Unless and until this is effectively done, no economic advancement of 
the raiyats is possible. Mabajans and traders are sucking the life- 
blood of those who are bearing untold sufferings of the seasons for their 
Tpjroduce. 

{Hi) A central co-operative sale and supply society has been regis- 
"tered and shares have been sold hut no business has as yet been com- 
menced. I am of opinion that sufficient fund may be forthcoming, 
if the agriculturists are rajlde to underatand the Iwmefits to be conferred 
upon them by such a society. Much depends upon propaganda work. 
Keen co-operation between officials and the organisers of such a society 
is needed for its successful development. 

(iv) At present the agricultural products are disposed of at a time 
when they do not fetch fair return. It is desirable that the acrricul- 
turists may be allowed loan at the time of general marketing, so that 
"they may hold up their products for better return. 

(i;) No such difference is noticed. 

,ivi-a) Traders have generally monopolised both export and import 
"trade. The consumers and the producers have no share in the business 
•and its profit. Consequently a few traders are getting enonnously 
■rich at the expense of the mass. The Sale and Supply Society may 
undo the evil. 

('t’l-fe) Yes, I agree that growers in India do not get the full value 
fOf their produce on account of speculative bujnng and selling activities 
-of the firms and companies. 

I have carefully considered the matter for a long time. I am of 
-ppinion that the establishment of Sale and Supply Society and univer- 
sal mass education may ensure a better return to the growers in India. 

{vii) I have reason to_ believe that lack of banking facilities is due 
"to causes, vis,, (1) intelligence, (2) information and CS) personal 
jealousy, 

Qltfftimi 4i (i) I do not notice any legal impediment in the matter 
of mortgage of agricultural holdings but the hereditary right of the 
•agriculturists have been greatly encroached upon by the amentbueut 
<01 the Bengal Tenancy Act. 
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Pre-emption of the landlord in the matter of the sale of land 
bj? the raiyats and statutory realisation of certain percentage of; land- 
lord’s transfer fees and other incidental fees have greatly reduced the 
credit of the raiyat for thp benefit of the landlord. This mattei' has 
been rightly discus8ed”ana pointed out by Mr. Nural Haque, a member 
of the late Council, when the question was on the legislative anvil. 
After a few decades the ruinous consequences will be, felt even by the 
landlords themselves, when the buying and the selling of the occupancy 
will continue to the advantage of the landlord. 

(Hi) Smallness and fragmentation of the agricultural holding due 
greatly on partition or each successive siu-cession stand greatly in the 
way of estahlishment of long-term credit institutions. There is no 
possibility of amalganiation of their holdings. The legislative inter- 
ference cannot in my-ppi*ion undo the mischief. Corporate and co- 
operative institutions, uiduAtrial deA*elopment, universal mass education 
can only solve the difficulties. t 

(I'r) At present there is no land mortgage hank at Feni. Year 
before the last a land mortgage bank was organised and pai)ers were 
sent up for registiution. But the question of the registration is kept 
in abeyance in view of the i*endency of the decision of the Government 
as to* matters relating to the (iovernment help. 

(r) No opinion, as there is no such bank in this area. 

(vi) A land mortgage bank should be established on the following 
lines : — 

(a) A graduated half-yearly kist nq^^ exceeding fifteen years. 

(ft) Interest at a rate not exceeding Rs. 9i per cent, per annum. 

(c) Punctual repayment of principal qualifies a rebate of IJ per 
cent. 

(d) Government should either purchase half the shares of the 
society or loan out half the working capital at 'i per cent, per annum. 
Tliis loan fz-om the Government will be graduated one. 

(e) Development of a free institution, without any undue inter- 
ference from officials, should be allowed. 

(/) Free annual audit by the Government officials without any reali- 
sation of audit fees. 

(ff) The moifgage bank should be a separate institution. It should 
not l>e amalgamated with the existing co-operative societies, for the 
following reasons among others: — 

(1) The mortgage bank will deal with big loans in order to liquidate 
tFe debt of a particular person, while a rural society generally deals 
with small loans. 

(2) A rural society is an unlimited liability one, so no individual 
member will be willing to risk liability of a large nature for the sake 
of others. 

(3) In rural society no loan exceeding Rs. 250 can be allowed 
without the previous sanction of the Central Bank, so it will be very 
complicated matters to keep watch over the working of a rural society. 

(4) The Central Bank cannot be expected to be constantly watching 
over the realisation from the particular member of a rural society. 

. (6) It will be difficult for the Central Bttnk to realise any loan 

from a recalcitrant member of a rural society. 



(6) The’ cost of ruaDihing so many societies, inc^diiig amiit iees^ 
ifill M mtfefi fe’tflei* than that of one htnd mortgage hank lot one 
division or for’ smtdler area, so it wHI he difScnlt to. loan ont m&tiif 
at a ra^iiied rate of interest. . ' % 

(vit) (a) Nik - 

Jtrhifiators ap|>ointed hy the Eegistrar under the provision of 
the* Ciikkperatfre Societies Act may as weu do the function of the fore^ 
closure and sale in the matter of "the mortgage bank. 

(c) The Co-operative Societies Act may be amended to the eftect 
that on the requisition of a society, the Collector may he authorised 
to reply to a referentfe and the present method of service of summons 
by the arhitrator through the secretary of the society may he adopted 
with advantage. Kp app^- shpuld he aUbwed but a reference may be 
made to the Registrar by tbe^ppify -affected by the decision. 

(riti) The working capital of the -pj-oposed land mortgage hank 
should he derived from the following sources: — ‘ 

(o) Beposits. 

(h) Fund from the central institution either as Idan or deposits. 

(c) Debenture bonds, if sanctioned. 

{(1) Shares. * J 

OVrV Instead of debenture bond carrjHng" Government guarantee 
either for principal or interest the Government should either loon 
out half the worlwng capital of the society or purchase half of the total 
registered share capital of the society. In my opinion the Govem- 
ment guarantee in pny other way will destroy .the individuality pf the 
society. , ^ ■ - , * 

ia) No extra precaution is necessary. Govei'nment, as shUre-holder 
or radney-lender, is likely to have a keen watch over its •working. 

’ (si) Like other hanking institutions the agricultural mortgage hank 
should raise up capital. Any codified rule is likely to spoil its inde- 
pendence. Eoch mortgage society is to draw up its own rules con- 
sistent with provision of the act and the rules. 

The proposed mortgage bank should loan out money at a rate not 
exceeding 9^ per «-ent. per annUni. and this rate will leave a margin. 
Each society should he economically administered and the pay of thu 
officers must not be aliove the geperal finamcial capacity of the people. 
At present in some institutions ihp pay-'tif the staff is far above the 
financial capacity of the people fdr^whose benefit societies are started. 

(sii) If debenture is to hp issued'it should he included in the trustee 
security but I am opposed to debenture for reasons noted before. 

(.tiii) A land mortage bank should entirely liquidate the debt of 
a member provided his landed assets permi it. It should advanee money 
froiuk time to time within hi* normal credit and no other person br 
institution should loan pul .mon^ to such a nieralier withotit the p*** 
vious knowledge and tw written consent of thes^ mortgage ImBk. If 
any such loan is advaotsed .ifs realisation should be ban-ed UB'i^ 
•provision of the Land l^rtgage Act or the present Co-operative Soci^ 
lies Act should he t^li^hwd to cover the matter and for atty improvir 
dent act or unnecessary expendi|UTe a member should be ! 



^ if) During the time I wm in charge of the Feni 
'Ceiltriil CcM)peratiYe Bank, Ltd«, I made certain enquiries. My im- 
presston is tha| each family is lahotiring under a debt of about its. 250 
on the average from generation to generation . There are about 72,000 
IPamilies in the subni vision^ and so the total debt comes to aboot 
Ks. l,80410,0f)0. Each family consists of about 5*5 persons and so 
iOn the average per head debt comes to abfnit Bs. 50. This debt they 
can never repay owing to their insufficient income and improvident 

such as early marriage. The ipeqple are increasing every day with- 
.out .any corresponding addition to the national wealth. 

(ti) T cannot vouchsafe correctness of my estimate. This is my 
%ttmble conclusion from what I saw and hearci about tSei^deb^ 

(iii) (a) The aiuount of i|ebt with l^id*a« set'^urity comes to about 
'60 .per cent, of the total debt. . ; ' - 

(?>) The amount of debt other than secured debt on the general 
security comes to about 50 per cent, of the total outstanding debt. 

(iy) The debts are generally incurred for purposes noted in the 
♦questions. 

(v) The debt is laxgely to the mahajans. The Co-operative 
Societies Act has done only a fraggxentatton.of work. But this move- 
ment has done e>Lcellent work in the general 

rate of interest and ,put a to the rapid increase of the 

people’s debt. ^ i: v ^ ^ , 

{vi) In my opinion the agricultural indebtedness is annually 
increasing as agricultural produce is not sufficient to maintain the 
ever-increaiipg population and tp me^t their bare lUK^essaries of life 
and heayy*" cost of Htigati0n> v % ' 

* T am not awatfe whether any loan has ever been granted nnder 

the provision of the Land Impi-ovemants I^ans Act of 188fh and occa- 
sionally in the time of acute distress due on failure of crops loan under 
the Agriculturists’ Ix)ans Act is granted. 

(cm) Jf loans under these Aids be granted on the suggestion of 
the local central bank the provision of these Acts may generally be 
availed of. 

(iw) Kabulies are occasionally found. They do not generally loan 
out money but they sell their articdes at prohibitive price, to be realised 
at the foUowing year. They generally reHliso their dues amicably next 
year and only in a few cas(^, 4itipition becomes 

(a) I cannot give any instances but usurious rate of 

interest still prevails. In some cases principal becomes doubled in 
less than a year. 

Loans A«t is not properly availed of. As suggested 
by Sir Hamilton by Jif^islative measures may fix 

|he rate of interest and realisatitm^^ O exceeding the limit 

may be made penal. ^ ^ 

standard rate is generally by the court in 

the letter of secured and unsecured debt i|4 applying the provision 
of But the presidi^ who is himeelf 

business, leans on Ae side of mercy for 

iii0ne5"yi^ w 
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(siii) Of late we tear that the Act is being evaded' by taking a 
bond for a larger amount than is actually advanced by the mouov- 
lenders. 

(xhi) The sale and supply society may easily have a departmeift 
fdr loan of paddy. 

{xv) The rate of interest of paddy loan is little higher than the rate 
of money loan. 

(xvi) T\ie general rate of interest charged on paddy loan is about 
6 per cent. j)er month. Monetary calculation is followed even in' the 
matter of calculation of paddy loan. The ordinary procedure is fol- 
lowed. But by verbal agreement generally paddy loan is paid in 
paddy together with interest charged in paddy. 

(xvii) Owing to old debt and debt incuiTed for maintenance of 
ever increasing family members and to meet nece.ssary and unnecessary 
expenses, the landed property is imperceptibly passing to the creditors. 

(xviii) This silent process takes away the incentives of the culti- 
vators and farmers to make any improvement and the legal enforcement 
of premium and other legal fees at the time of sale are contributing to 
the process of the deterioration of the soil. The middle class tenure- 
holders are in many oases forced to increase the rent of their raiyats 
in view of provision of enhancement of their rent up to 80 per cent, 
of the total rent from the raiyat under section 7 of the Bengal Tenancy 
Act. This provision of Act is indirectly forcing even the kindest 
middle class tenure-holders to take to the procedure of enhancement of 
the rent of their raiyats.* This is out of the provision of the question. 
But many things are contributing to the silent process which retard 
the fertility of the soil. Both the raiyats and talukdars are afraid of 
making any improvement as the zamindars generally take recourse to 
the provision of the sections 6 and 7 of the Bengal Tenancy Act; unless 
and until the Usurious Loans Act and the Bengal Tenancy Act are 
thoroughly revised there is no hope for the gradual improvement of the 
'soil. 

As the law-stands neither the middle class tenure-holders nor the 
yaiyats are expected to make any improvement of the soil, as third 
party who has hitherto paid nothing for improvement of the soil comes 
foiward to take the lion’s share. 


Question 6. (i) Some of those industries are in existence in rudi- 
mentary form. , Thfgj; require improvement. 

(ii) All these and similar industiies sh6uld be emsburaged on co- 
operative lines. Just like the sister In^tutions in Denmark where 
wealth has been Equally distribute, esElrtune riches, poverty and 
illiteracy are unknown, where eve:^ body letter return for tbe pro- 
duce of his labour and where nationab-uhd individual peace and happi- 
ness reign supreme. JThe district^ of Gurgaon is being organised co- 
operatively and industrialiy. Our best thanks are due to Mr. and 
Sir*. Br\'an. We should follow this example. 

' ' . -..v. 

{Hi) In 4011 se^on the cultivators may take to weaving gunny bags 
and ropes and coir,' Jute ^ w cocoanuts are available in this place. 
'0|. late gunny bag class hw been attached to the Feni Modal IK^ving 
l^pool. !^pe«maKil% is an ea^ task. Tanning on co-operatiye lines 
may as cow hides worth sevaralt l^^ 

loMs annually bei^ 
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At firesent no working capital is necessary. Eacli farmer may" 
be encouraged to cultivate jute and stock tbpiu for dull season. 

_ (v) At pie&ent no such suggestion is necessary. Time and necessity 
%ill work out the scheme. 

Question 6A. (t) TCo sugge.stion. 

{it) Small loans from societies affiliated to the Central Bank or 
from the proposed land mortgage bank may encourage cottage indus- 
tries. 

Question 6 B. (/) These people may take loans from the local 
money-lenders, urban co-operative bank or from the loan office. 

(ii) They borrow money to meet their daily necessities including 
unproductive expenses. 

The mahajans charge general rate of interest varying fjoni 75 per 
cent, per annum to 24 per cent, per annum, occasionally with compound 
rate of interest. The co-operative bank charges interest at I2i per 
cent, per annum, while the rate of interest (*harged by the loan offices 
varies from 75 per cent, per ifnnum to 12 per cent, per annum, accord- 
ing to the circumstances, of each individual case. Tlie rate charged 
for secured and unsecured delit is s^lmost the same. 

(Hi) Generally the co-operative bank, joint stock bank and money- 
lenders are advancing money to them. More money should he advan<-ed' 
at the cheapest possible rate to liquidate the debt at a higher rate of 
interest. 

(iv) Indebtedness among some of these people is gradually increas- 
ing on account of increase in the number of family members and for 
the purchase of luxurious things, beyond their means pr financial 
capacity. 

•t ^ 

Question 7»» (?) As far as I know the relation between co-operative- 
bank and Imperial Bank is cordial and in many cases relation between 
co-operative societies and the joint stock bank is anything but cordial 
owing to their different objects. The co-operative societies are started' 
for the development of the financial resources of the members wHflo- 
the joint stock banks are started for the benefit of the capitalists only. 

(ii) I was connected with the local central bank for about ten years. 
Daring this time I did n6t notice or feel any difficulty or financial 
stringenjqy;, # 

(Hi) No eitra capital is required as with tlj,e spread of the move- 
ment more capital in&febai^ised locally from the, deptisits. 

(ir) There is a keeiibii||' silent competition betw-een the co-operative- 
societies and the local .ijointpsl^k banks fts these (joint stock banks)- 
generally offer higher rate of interest for deposits than co-operative- 
hank but in the co-operative bank #here .aeeptmts are annually audited 
by officers responsible to" the Registrar, the investing public has got' 
much more* confidence. 

(v) The competition lies specially in the maCter of offering higher 
rate of interest for deposits by joint stock banks. 

|l^§!«teie con are in existence and in my opinion fe-^ bn. 

money remitted through the post office shohld be remitted or minimuna- 
and<3paximum rate. may be fixed. ^ . 
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7A< (t) A cooperative central bank mnat not pillow loan to 
tiny individual members and depositora. tnstc|ad of ailowii^ loan to any 
depositors, be should Iw priven facilities for withdrawal before mainriiy 
as is done in the Feni Central Cooperative Bank, Ltd., under certain 
restriction, vide rule No. 6 noted 4n papre 46 of the Various Schemes 
of Savings Deposits. A copy of the book annexed herewith for refer- 
ence (not printed). 

(n) I speak from experience that no enlargemept of the scope for 
the investment of funds of cooperative sooieties is necessary'. Kestric- 
tion contained in section ‘12 of the Co-operative Societies Act is 
aalutai'y. I am emphatically of opinion that without the previous 
i^n^'tion of the Registrar and re^lutiop^ef the general meeting of the 
•^^lety no fund of the cooperative society should be invested in any 
aociety, not registered under the Cooperative Societies Act. 

(iji) I am opposed'to the interlending of funds betwen co-operative 
aocieties and j<*iut stock banks for reasons noted id ftylSIirevictas answer. 

(■?') The central bank may easily remit money fiom one central 
bank to another central bank per remittance transfer receipt. 
The procedure is in my opinion in keeping with the provision of the 
Cooperative Societies Act. 

QuSStion 7B. (/) The usurious rate of interest has greatly been 
reduced owing to the establishment of the co-operative societies. This 
has affected the rate of interest both in se(‘ured and unsecured debt. 
This is the manifest advantage of the cooperative movement. 

(ij) Co-opeiative societies are gioatly replacing the money-lenders. 
This is evident from the faqt that the rate of interest has been much 
lowered and the number of suits due on bonds in civil courts has 
fallen. 

(til) The following factois operate against the rapid spread of co- 
operative movement in rural areas: — 

, (a) Educaation necessarj' to understand the aims and objects and 

principle of tlie movement is wanting. 

'(6)f Afiiftual ’inisamderstanding, party faction, and personal and occa- 
'tlonal ttWimunal jealousies stand in the way of the lapid spread of 
the movseanef^t' ^ " 

(c) Occasionally pnpecessarj’ ofi^cial infeifeience, lack of our 
i«ympathy foi the people are partially responsible for the slow 
-growth of the movement. ^ 

(d) Absence of missionary spirit. Missionary spirit shoifld be the 
^iMj^ng factor of thtt^ot^ent. Only TOvsoas iaspifed by the ma- 

judhaiy* spirit ^ouj^’oe recruited in „the^ ,^of co-operation, 

(i^iottituce and indust.rie.s to be cOfAid||pifed into one service. In 
recruiting officers of thea^ departIn«|D^i, rubs for recruitment of 
'Qhrbtiaa missionariM should Jje fallowed. No body who does not 
fetfl for the people, and nfRho is nut above communal and personal bias 
and who considers much of himself and looks down upon others should 
be appointed in ^e department. No self-respecting nisn, wbo is 
.wanting in qpalifirationa, should seek empldyment in this depart- 
meni 

J^e) Official aid ami ipres^^e and o,ur " hambaiuism” shf^y^Mfl be 
to.iday.in ajflmjmstration of the depi^rtment, 'so-^H clash 
officials and non-officials jpaay not pperate-l 
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(/) Bemoval of B. C. S. and I. C. S. officers from the department 
maj 1)0 deirimenial to the best interest of the iiioveiiient. In my 
humble opinion servi«*e8 of the officers, who, for considerable number 
of years, work with the people in the field in the Survey and Settle- 
ment Department with conscientidnsness may be ndvantafreously and 
profitably utilissed in the department on depiitation, as they ai-e very 
hard workinif and are expected to be of rural syuipatiiies' and fully 
alive to the needs and difficulties of the culth'atoiii for whom co-opera- 
tive movement has been inaugurated in the land. 


Part III.— Invflatnmlt Habit and Attraetion of C^iltal. 

Quastion 1. (i) The banking lesourees in the province are the fol- 

lowing : — 

(а) Share capital . 

(б) Deposits under various heads, iucludiug staffs’ provident fund. 

(c) Other funds created out ot profit. 

(d) lleser’ve fund. 

(ii) [No estimate is at present possible 

(ui) 'Die tuliowing means institutions aie in existence in this place 
for encouraging savings and invesUiient habits: — 

(«) Provident deposits, vide pages fl, H) and D of the Book on 
Principles and Procedures of Various Schemes ol Savings Deposits. 
A cojiy of the book armexed lierewnth for ready reference (not printed). 

(f») Endowment deposits, vide pages 17, 18, 19, 20 and 2! of the 
aiotesuid hook on savings schemes. 

(c) Co-operative home savings deposits, vide pages 2r), 2(), 27 and 
28 of the aforesaid Isiok on savings deposits schemes. 

The aforesaid savings deposits schemes have* been highly spoken of 
and recomniettded for adoption in jiaragraphs dO and 85 of .the annual 
report of the Department of Co-oper-atioii for the yeftip l^‘i-24 and 
again in jiaragraph 118 ot the annual report of the said department 
for the jear 1924-25. Exi'ellent merit ioit was ^ude of these savings 
schemes. The extracts from these paragraphs of the maid reports have 
been reprinted in page 5 of the Ixiok on vaiiou* schemes of savings 
deposits. A copy of the book is niineited herewith for ready refer- 
ence (not printetl). The llegisliar of (Vopeiative SIh'ieties, jietigal, 
has circularised (htwe schemes in his itiempr^udruu No. 8926, dated the 
^h December 1926, for adoption in all society, as Mc^meiided^ by 
the first divisional co-operati\e confer em-e held at "Feni in dune I92w' 
A copy of the circular is attached in the Iniok submitted* herewith. 
These schemes have atti’acted w^desiitead aWcntioii and enquiries have 
been received from all parts of Tndiir.^ 'I’hesQ schemes are not only 
being adopted in this piovince but also iu other provinces, some 
societies ar% adopting them. The objects and reasims for introduction 
of these schemes have been clearly set forth in pages 1 , 2, 8 and 4 of 
the aforesaid laiok on various sr hemes of savings dejiosits, 

Buficeesful development of schemes af savings deposits in this place 
hag enabled the Feni Central Bank to pay up the entire debt of the ^|o- 
vincial Co-operative Bank, Ltd., in December 1927 and has dedanui 
its iudepehdence. It is expected that no more loan from the 

H 
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piovmcial bank will be required. Savings and investment babits 
bedn BO mueb encouraged that the -local cential bank is now in^^iBi^^ / 
to gradually raise its working capital to any extent without any lol^ 
{ioin the outside. But much depends upon the working of the bank. 

(d) Hides for another scheme of deposit called “Cash savings - 
deposit scheme ” have been adopted as noted in pages 37, 38 and 38 ' 
of the Book on Savings Deposit ^henie forwarded to yoin, office by the 
Feni Central Co-operative Bank, Ltd., on the 16th January 19il0 in a ’ 
registered cover. But the scheme lias not as yet been introduced fitt 
the Feni Central Co-ojierative Bank, Ltd. It is in the contemplation 
that after the full development of the other savings schemes^ ^^is 
scheme will be in operation. It is no doubt almost similar with tbe- 
postal cash certificate blit is based on different principles and is lih^ J 
to lie highly attractive; wherever it is introduced, I do not k^^ < 
whether other central banks have adopted it as yet. - 

(iv) The public are given all possible facilities for investment of 

their savings. ' ’ > 

(v) In interior pla(;es for encouragement of thrift among the f-ultb 
vutors and persons of limited nieaiis, co-operative home saying deposit 
schemes as noted in ]>ages 25, 26, 27 and 28 of the Book on Various 
Schemes of Savings Deyiosits, referred before, have been introduced in 
the rural co-Operative societies. They are encouraged by the offer of 
a medal. 

(vi) The people of India invest their gold and silver on the person 
of their , w’omen in the shape of gold and silver ornaments. I ani of 
opinion that every woman including a giii has got ornament worth 
about Hs. 25 on the average. So gold and .silver w-orth about five 
hundred «‘rore,s of rmwes are uiiproductively iiive.sted. If these huge . 
sums be co-operatively employed much of India’s suffering due on 
poverty may be mitigated. 


B. O. Prew— loao-«l— STOiC'-^TS' 






